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VETERANS’ HOUSING IN RURAL AREAS, SMALL CITIES, 
AND TOWNS, AND PROPOSED INCREASE IN INTEREST 
RATE ON GUARANTEED AND DIRECT LOANS’ 


WEDNESDAY, JANUARY 28, 1959 


House or 
CoMMITTEE ON VETERANS’ AFFAIRS, 
Washington, D.C. 


The committee met at 10 a.m., pursuant to call, in room. 356, Old 
House Office Building, Washington, D.C. 

Hon. Olin EF, Teague (chairman) presiding. 

The Cuamrman. The committee will come to order. We are meet- 
ing in executive session this morning to discuss housing legislation, 
and particularly with regard to the VA direct loan program. The 
bills under discussion are: H.R. 2256, H.R. 1155, H.R, 3039, H.R. 3433, 


and similar bills. 
(The bills referred to are as follows :) 


(H.R. 2194, 86th Cong., 1st sess.] 


A BILL To amend chapter 37 of title 38, United States Code, to provide additional funds 
for direct loans; to remove certain requirements with respect to the rate of interest 
on guaranteed loans ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (a) of section 1823 of title 
38, United States Code, is amended by inserting immediately after the second 
sentence the following new sentence: “In addition to the sums authorized in this 
subsection, the Secretary of the Treasury shall also advance to the Administrator 
such additional sums, not in excess of $150,000,000 as the Administrator may 
request, and the sums so advanced shall be made available without regard to 
any limitation contained in this subsection with respect to the amount which 
may be advanced in any one quarter annual period.” . 

Sec. 2. (a) Paragraph (1) of subsection (c) of section 1803 of title 38, 
United States Code, is amended by striking out “, but the rate of interest so 
preseribed by the Administrator shall not exceed at any time the rate of interest 
(exclusive of premium charges for insurance, and service charges if any), 
established by the Federal Housing Commissioner under section 203(b) (5) 
of the National Housing Act, tess one-half of 1 per centum per annum”. 

(b) Subsection (f) of section 1802 of title 38, United States Code, is 
anended by inserting immediately before the period at the end of the first sen- 
tence the following: “, or by any mortgage designated and approved by any 
department, agency, or instrumental’ ty of the United States as a certified agent, 
and which is acceptable to the Administrator”, 

Sec. 8. (a) Subchapter III of chapter 37 of title 38, United States Code, is 
amended by inserting immediately after section 1824 thereof the following new 
section : 

“$1825. Deposit of downpayments in trust accounts 

“(a) Where the Administrator has made a determination of reasonable 
value of housing units in a project involving five or more of such units which 
are proposed to be constructed or are newly constructed and previously unoccu- 
pied, and a veteran has made a deposit or downpayment on the purchase price 


1 
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of any such unit for the purpose of purchasing such unit with a loan guaranteed, 
* insured, or made under this title, it shall be unlawful for the seller to fail to 
deposit such deposit or downpayment in a special trust account before the close 
of the next business day, in order to safeguard such deposit or downpayment 
from the claims of creditors of the seller. Where such deposit or downpayment 
has been deposited in a special trust account, it shall be unlawul for such deposit 
or downpayment to be disposed of in any manner except (1) being credited to 
the veteran purchaser at closing settlement, or (2) if the transaction is not 
consummated, being disposed of in accordance with the terms of the contract 
between the parties or returned to the veteran. Nothing in this section shal 
prevent the application of a deposit or downpayment to the cost of land or con. 
struction where a veteran purchaser has contracted for the construction of resi- 
dential property which is to be financed with the assistance of a construction 
loan to be obtained under the provisions of this title. 

“(b) Whoever violates subsection (a) of this section shall be fined not more 
than $5,000 or imprisoned not more than five years, or both.” 

(b) The analysis of chapter 37 of title 38, United States Code, is amended by 
adding at the foot thereof the following new item : 


“1825. Deposit of downpayments in trust accounts.” 


Sec. 4. (a) Subsection (b) of section 1804 of title 38, United States Code, is 
amended by adding at the end thereof the following new sentence: “The Admin- 
istrator may also refuse to appraise any dwelling or housing project owned, 
sponsored, or to be constructed by any person refused the benefits of participa- 
tion under titles I, II, VI, VII, VIII, or IX of the National Housing Act pursuant 
to a determination of the Federal Housing Commissioner under section 512 
of that Act.” 

(b) Subsection (d) of section 1804 of title 38, United States Code, is amended 
by adding at the end thereof the following new sentence: “The Administrator 
may also refuse either temporarily or permanently to guarantee or insure any 
loans made by a lender or holder refused the benefits of participation under 
titles I, II, VI, VII, VIII, or IX of the National Housing Act pursuant to a de- 
termination of the Federal Housing Commissioner under section 512 of that Act.” 


(H.R. 2226, 86th Cong., 1st sess.] 


A BILL To amend chapter 37 of title 88, United States Code, to provide additional funds 
for direct loans; to remove certain requirements with respect to the rate of interest on 
guaranteed loans ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (a) of section 1823 of title 
38, United States Code, is amended by inserting immediately after the second 
sentence the following new sentence: “In addition to the sums authorized in this 
subsection, the Secretary of the Treasury shall also advance to the Administrator 
such additional sums, not in excess of $150,000,000, as the Administrator may 
request, and the sums so advanced shall be made available without regard tc any 
limitation contained in this subsection with respect to the amount which may be 
advanced in any one quarter annual period.” 

Sec. 2. (a) Paragraph (1) of subsection (c) of section 1803 of title 38, United 
States Code, is amended by striking out “, but the rate of interest so prescribed 
by the Administrator shall not exceed at any time the rate of interest (exclusive 
of premium charges for insurance, and service charges if any), established by 
the Federal Housing Commissioner under. section 203(b) (5) of the National 
Housing Act, less one-half of 1 per centum per annum”. 

(b) Subsection (f) of section 1802 of title 38, United States Code, is amended 
by inserting immediately before the period at the end of the first sentence the 
following: “, or by any mortgagee designated and epproved by any department, 
agency, or instrumentality of the United States as a certified agent, and which 
is acceptable to the Administrator”. 

Sec. 3. (a) Subchapter III of chapter 37 of title 38, United States Code, is 
Seoonet by inserting immediately after section 1824 thereof the following new 
section : 


“§ 1825. Deposit of downpayments in trust accounts 

“(a) Where the Administrator has made a determination of reasonable value 
of housing units in a project involving five or more of such units which are pro- 
posed to be constructed or are newly constructed and previously unoccupied, and 
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a veteran has made a deposit or downpayment on the purchase price of any such 
gpit for the purpose of purchasing such unit with a loan guaranteed, insured, or 
made under this tile, it shall be unlawful for the seller to fail to deposit such 
deposit or downpayment in a special trust account before the close of the next 
pusiness day, in order to safeguard such deposit or downpayment from the claims 
of creditors of the seller. Where such deposit or downpayment has been de- 
posited in a special trust account, it shall be unlawful for such deposit or down- 
payment to be disposed of in any manner except (1) being credited to the veteran 
purchasér at closing settlement, or (2) if the transaction is not consummated, 
being disposed of in accordance with the terms of the contract between the 
parties or returned to the veteran. Nothing in this section shall prevent the 
application of a deposit or downpayment to the cost of land or construction 
where a veteran purchaser has contracted for the construction of residential 
property which is to be financed with the assistance of a construction loan to be 
obtained under the provisions of this title. 

“(b) Whoever violates subsection (a) of this section shall be fined not more 
than $5,000 or imprisoned not more than five years, or both.” 

(b) The analysis of chapter 37 of title 38, United States Code, is amended by 
adding at the foot thereof the following new item : 


“1825. Deposit of downpayments in trust accounts.” : 


Sec. 4. (a) Subsection (b) of section 1804 of title 38, United States Code, is 
amended by adding at the end thereof the following new sentence: “The Admin- 
istrator may also refuse to appraise any dwelling or housing project owned, 
sponsored, or to be constructed by any person refused the benefits of participa- 
tion under title I, II, VI, VII, VIII, or IX of the National Housing Act pursuant 
to a determination of the Federal Housing Commissioner under section 512 of 
that Act.” 

(b) Subsection (d) of section 1804 of title 38, United States Code, is amended 
by adding at the end thereof the following new sentence: “The Administrator 
may also refuse either temporarily or permanently to guarantee or insure any 
loans made by a lender or holder refused the benefits of participation under 
titles I, II, VI, VII, VIII, or IX of the National Housing Act pursuant to a 
determination of the Federal Housing Commissioner under section 512 of that 
Act.” 


(H.R. 2261, 86th Cong., 1st sess. 


A BILL To amend chapter 37 of title 38, United States Code, to provide additional funds 
for direct loans; to remove certain requirements with respect to the rate of interest 
on guaranteed loans ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (a) of section 1823 of title 
38, United States Code, is amended by inserting immediately after the second 
sentence the following new sentence: “In addition to the sums authorized in this 
subsection, the Secretary of the Treasury shall also advance to the Adminis- 
trator such additional sums, not in excess of $150,000,000 as the Administrator 
may request, and the sums so advanced shall be made available without regard 
to any limitation contained in this subsection with respect to the amount which 
may be advanced in any one quarter annual period.” 

Sec. 2. (a) Paragraph (1) of subsection (c) of section 1803 of title 38, United 
States Code, is amended by striking out “, but the rate of interest so prescribed 
by the Administrator shall not exceed at any time the rate of interest (exclu- 
sive of premium charges for insurance, and service charges if any), established 
by the Federal Housing Commissioner under section 208(b) (5) of the National 
Housing Act, less one-half of 1 per centum per annum”’. : 

(b) Subsection (f) of section 1802 of title 38, United States Code, is amended 
by inserting immediately before the period at the end of the first sentence the 
following: “, or by any mortgagee designated and approved by any department, 
agency, or instrumentality of the United States as a certified agent, and which 
is acceptable to the Administrator”. ° 

Sec. 3. (a) Subchapter III of chapter 37 of title 38, United States Code, is 
amended by inserting immediately after section 1824 thereof the following new 
section : 


“$ 1825. Deposit of downpayments in trust accounts 


“(a) Where the Administrator has made a determination of reasonable value 
of housing units,in a project involving five or more of such units which are 
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proposed to be constructed or are newly constructed and previously unoccupied, 
and a veteran has made a deposit or downpayment on the purchase price of any 
such unit for the purpose of purchasing such unit with a loan guaranteed, in- 
sured, or made under this title, it shall be unlawful for the seller to fail to 
deposit such deposit or downpayment in a special trust account before the close 
of the next business day, in order to safeguard’such deposit or downpayment 
from the claims of creditors of the seller. Where such deposit or downpayment 
has been deposited in a special trust account, it shall be unlawful for such 
deposit or downpayment to be disposed of in any manner except (1) being 
credited to the veteran purchaser at closing settlement, or (2) if the transac- 
tion is not consummated, being disposed of in accordance with the terms of the 
contract between the parties or returned to the veteran. Nothing in this sec- 
tion shall prevent the application of a deposit or downpayment to the cost of 
land or construction where a veteran purchaser has contracted for the construc- 
tion of residential property which is to be financed with the assistance of a con- 
struction loan to be obtained under the provisions of this title. 

“(b) Whoever violates subsection (a) of this section shall be fined not more 
than $5,000 or imprisoned not more than five years, or both.” 

(b) The analysis of chapter 37 of title 38, United States Code, is amended by 
adding at the foot thereof the following new item : 


“1825. Deposit of downpayments in trust accounts.” 


Sec. 4. (a) Subsection (b) of section 1804 of title 38, United States Code, is 
amended by adding at the end thereof the following new sentence: “The Admin- 
istrator may also refuse to appraise any dwelling or housing project owned, 
sponsored, or to be constructed by any person refused the benefits of partici- 
pation under titles I, II, VI, VII, VIII, or LX of the National Housing Act pur- 
suant to a determination of the Federal Housing Commissioner under section 
512 of that Act.” 

(b) Subsection (d) of section 1804 of title 38, United States Code, is amended 
by adding at the end thereof the following new sentence: “The Administrator 
may also refuse either temporarily or permanently to guarantee or insure any 
loans made by a lender or holder refused the benefits of participation under 
titles I, II, VI, VII, VIII, or IX of the National Housing Act pursuant to a 
determination of the Federal Housing Commissioner under section 512 of that 
Act.” 


[H.R. 2928, 86th Cong., 1st sess.] 


A BILL To amend chapter 37 of title 88, United States Code, to provide additional funds 
for direct loans; to remove certain requirements with respect to the rate of interest on 
guaranteed loans ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That subsection (a) of section 1823 
of title 38, United States Code, is amended by inserting immediately after the 
second sentence the following new sentence: “In addition to the sums authorized 
in this subsection, the Secretary of the Treasury shall also advance to the Ad- 
ministrator such additional sums, not in excess of $150,000,000, as the Admin- 
istrator may request, and the sums so advanced shall be made available with- 
out regard to any limitation contained in this subsection with respect to the 
amount which may be advanced in any one quarter annual period.” 

Sec. 2. (a) Paragraph (1) of subsection (c) of section 1803 of title 38, United 
States Code, is amended by striking out “, but the rate of interest so prescribed 
by the Administrator shall not exceed at any time the rate of interest (exclusive 
of premium charges for insurance, and service charges if any), established by 
the Federal Housing Commissioner under section 203(b)(5) of the National 
Housing Act, less one-half of 1 per centum per annum”, 

(b) Subsection (f) of section 1802 of title 38, United States Code, is amended 
by inserting immediately before the period at the end of the first sentence the 
following: “, or by any mortgagee designated and approved by any department, 
agency, or instrumentality of the United States as a certified agent, and which 
is acceptable to the Administrator”. 

Sec. 3. (a) Subchapter III of chapter 37 of title 38, United States Code, is 
cmended by inserting immediately after section 1824 thereof the following new 
section : 
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“§ 1825. Deposit of downpayments in trust accounts 


“(a) Where the Administrator has made a determination of reasonable value 
of housing units in a project involving five or more of such units which are 
proposed to be constructed or are newly constructed and previously unoccupied, 
and a veteran has made a deposit or downpayment on the purchase price of any 
such unit for the purpose of purchasing such unit with a loan guaranteed, in- 
sured, or made under this title, it shall be unlawful for the seller to fail to de- 
posit such deposit or downpayment in a special trust account before the close 
of the next business day, in order to safeguard such deposit or downpayment 
from the claims of creditors of the seller. Where such deposit or downpayment 
has been deposited in a special trust account, it shall be unlawful for such de- 
posit or downpayment to be disposed of in any manner except (1) being credited 
to the veteran purchaser at closing settlement, or (2) if the transaction is not 
consummated, being disposed of in accordance with the terms of the contract 
between the parties or returned to the veteran. Nothing in this section shall 
prevent the application of a deposit or downpayment to the cost of land or con- 
struction where a veteran purchaser has contracted for the construction of resi- 
dential property which is to be financed with the assistance of a construction 
loan to be obtained under the provisions of this title. 

“(b) Whoever violates subsection (a) of this section shall be fined not more 
than $5,000 or imprisoned not more than five years, or both.” 

(b) The analysis of chapter 37 of title 38, United States Code, is amended 
by adding at the foot thereof the following new item : 


“1825. Deposit of downpayments in trust accounts.” 

Sec. 4. (a) Subsection (b) of section 1804 of title 38, United States Code, is 
amended by adding at the end thereof the following new sentence: “The Ad- 
ministrator may also refuse to appraise any dwelling or housing project owned, 
sponsored, or to be constructed by any person refused the benefits of participa- 
tion under titles I, II, VI, VII, VIII, or IX of the National Housing Act pur- 
suant to a determination of the Federal Housing Commissioner under section 
512 of that Act.” 

(b) Subsection (d) of section 1804 of title 38, United States Code, is amended 
by adding at the end thereof the following new sentence: “The Administrator 
may also refuse either temporarily or permanently to guarantee or insure any 
loans made by a lender or holder refused the benefits of participation under 
titles I, II, VI, VII, VIII, or IX of the National Housing Act pursuant to a 
determination of the Federal Housing Commissioner under section 512 of that 
Act.” 


{H.R. 3186, 86th Cong., Ist sess.] 


A BILL To amend chapter 37 of title 38, United States Code, to provide additional funds 
for direct loans; to remove certain requirements with respect to the rate of interest on 
guaranteed loans ; and for other purposes 
Be it enacted by the Senate and House of Representatives of the United 

States of America in Congress assembled, That subsection (a) of section 1823 of 

title 38, United States Code, is amended by inserting immediately after the 

second sentence the following new sentence: “In addition to the sums author- 
ized in this subsection, the Secretary of the Treasury shall also advance to the 

Administrator such additional sums, not in excess of $150,000,000, as the Admin- 

istrator may request, and the sums so advanced shall be made available with- 

out regard to any limitation contained in this subsection with respect to the 
amount which may be advanced in any one quarter annual period.” 

Sec. 2. (a) Paragraph (1) of subsection (c) of section 1803 of title 38, 
United States Code, is amended by striking out “, but the rate of interest so 
prescribed by the Administrator shall not exceed at any time the rate of interest 
(exclusive of premium charges for insurance, and service charges if any), es- 
tablished by the Federal Housing Commissioner under section 203(b) (5) of the 
National Housing Act, less one-half of 1 per centum per annum”. 

(b) Subsection (f) of section 1802 of title 38, United States Code, is amended 
by inserting immediately before the period at the end of the first sentence the fol- 
lowing: “, or by any mortgagee designated and approved by any department, 
agency, or instrumentality of the United States as a certified agent, and which 
is acceptable to the Administrator”. 


35994—59——-2 
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Sec. 3. (a) Subchapter III of chapter 37 of title 38, United States Code, is 
amended by inserting immediately after section 1824 thereof the following new 
section : 


“§$ 1825. Deposit of downpayments in trust accounts 


“(a) Where the Administrator has made a determination of reasonable value 
ef housing units in a project involving five or more of such units which are 
proposed to be constructed or are newly constructed and previously unoccupied, 
and a veteran has made a deposit or downpayment on the purchase price of any 
such unit for the purpose of purchasing such unit with a loan guaranteed, in- 
sured, or made under this title, it shall be unlawful for the seller to fail to deposit 
such deposit or downpayment in a special trust account before the close of the 
next business day, in order to safeguard such deposit or downpayment from the 
claims of creditors of the seller. Where such deposit or downpayment has been 
deposited in a special trust account, it shall be unlawful for such deposit or 
downpayment to be disposed of in any manner except (1) being credited to the 
veteran purchaser at closing settlement, or (2) if the transaction is not con- 
summated, being disposed of in accordance with the terms of the contract be- 
tween the parties or returned to the veteran. Nothing in this section shall pre- 
vent the application of a deposit or downpayment to the cost of land or con- 
struction where a veteran purchaser has contracted for the construction of resi- 
dential property which is to be financed with the assistance of a construction 
loan to be obtained under the provisions of this title. 

“(b) Whoever violates subsection (a) of this section shall be fined not more 
than $5,000 or imprisoned not more than five years, or both.” 

(b) The analysis of chapter 37 of title 38, United States Code, is amended by 
adding at the foot thereof the following new item: 


“1825. Deposit of downpayments in trust accounts.” 


Sec. 4. (a) Subsection (b) of section 1804 of title 38, United States Code, is 
amended by adding at the end thereof the following new sentence: “The Admin- 
istrator may also refuse to appraise any dwelling or housing project owned, 
sponsored, or to be constructed by any person refused the benefits of participation 
under titles I, II, VI, VII, VIII, or IX of the National Housing Act pursuant to 
a determination of the Federal Housing Commissioner under section 512 of that 
Act.” 

(b) Subsection (d) of section 1804 of title 838, United States Code, is amended 
by adding at the end thereof the following new sentence: “The Administrator 
may. also refuse either temporarily or permanently to guarantee or insure any 
loans made by a lender or holder refused the benefits of participation under titles 
I, I, VI, VII, VIII, or LX of the National Housing Act pursuant to a determina- 
tion of the Federal Housing Commissioner under section 512 of that Act.” 


[H.R. 3299, 86th Cong., 1st sess.]}) 


A BILL To amend chapter 37 of title 38, United States Code, to provide additional funds 
for direct loans; to remove certain requirements with respect to the rate of interest on 
guaranteed loans ; and for other purposes 


Be it enacted by the Senate and House of of Representatives of the United 
States of America in Congress assembled, That subsection (a) of section 1823 of 
title 38, United States Code, is amended by inserting immediately after the second 
sentence the following new sentence: “In addition to the sums authorized in 
this subsection, the Secretary of the Treasury xhall also advance to the Ad- 
ministrator such additional sums, not in excess of $300,000,000 as the Adminis- 
trator may request, and the sums so advanced shall be made available without 
regard to any limitation contained in this subsection with respect to the amount 
which may be advanced in any one quarter annual period.” 

Sec. 2. (a) Paragraph (1) of subsection (c) of section 1803 of title 38, 
United States Code, is amended by striking out “, but the rate of interest so 
prescribed by the Administrator shall not exceed at any time the rate of interest 
(exclusive of premium charges for insurance, and service charges if any), estab- 
lished by the Federal Housing Commissioner under section 203(b) (5) of the 
National Housing Act, less one-half of 1 per centum per annum”, 

(b) Subsection (d) of section 1802 of title 38, United States Code, is amended 
by inserting immediately before the period at the end of the first sentence the 
following: “, or by any mortgage designated and approved by any department, 
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agency, or instrumentality of the United States as a certified agent, and which 
is acceptable to the Administrator”. 

Sec. 3. (a) Subchapter III of chapter 37 of title 38, United States Code, is 
amended by inserting immediately after section 1824 thereof the following new 
section : 

“§ 1825. Deposit of downpayments in trust accounts 

“(a) Where the Administrator has made a determination of reasonable value 
of housing units in a project involving five or more of such units which are 
proposed to be constructed or are newly constructed and previously unoccupied, 
and a veteran has made a deposit or downpayment on the purchase price of 
any such unit for the purpose of purchasing such unit with a loan fuaranteed, 
insured, or made under this title, it shall be unlawful for the seller to fail to 
deposit such deposit or downpayment in a special trust account before the close 
of the next business day, in order to safeguard such deposit or downpayment from 
the claims of creditors of the seller. Where such deposit or downpayment has 
been deposited in a special trust account, it shall be unlawful for such deposit 
or downpayment to be disposed of in any manner except (1) being credited to 
the veteran purchaser at closing settlement, or (2) if the transaction is not 
consummated, being disposed of in accordance with the terms of the contract 
between the parties or returned to the veteran. Nothing in this section shall 
prevent the application of a deposit or downpayment to the cost of land or con- 
struction where a veteran purchaser has contracted for the construction of 
residential property which is to be financed with the assistance of a construction 
loan to be obtained under the provisions of this title. 

“(b) Whoever violates subsection (a) of this section shall be fined not more 
than $5,000 or imprisoned not more than five years, or both.” 

(b) The analysis of chapter 37 of title 38, United States Code, is amended by 
adding at the foot thereof the following new item: 

“1825. Deposit of downpayments in trust accounts.” 

Sec. 4. (a) Subsection (b) of section 1804 of title 38, United States Code, 
is amended by adding at the end thereof the following new sentence: “The Ad- 
ministrator may also refuse to appraise any dwelling or housing project owned, 
sponsored, or to be constructed by any person refused the benefits of participation 
under titles I, II, VI, VII, VIII, or IX of the National Housing Act pursuant to 
z determination of the Federal Housing Commissioner under section 512 of that 

ct” 

(b) Subsection (d) of section 1804 of title 38, United States Code, is amended 
by adding at the end thereof the following new sentence: “The Administrator 
may also refuse either temporarily or permanently to guarantee or insure any 
loans made by a lender or holder refused the benefits of participation under titles 
I, Il, VI, Vil, VIII, or IX of the National Housing Act pursuant to a determina- 
tion of the Federal Housing Commissioner under section 512 of that Act.” 

The CHatrman. We have with us this morning Mr. Multer, the 
gentleman from New York. 


STATEMENT OF HON. ABRAHAM MULTER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Mouurer. I appreciate the opportunity to come here and testify. 
One of the bills you have before you is my bill, H.R. 1155, which is 
similar to the bill introduced “im the last session. Your committee 
has done a good job with reference to this type of legislation. I am 
sure you will do it again this year. 

The two points I want to make are: One, that it is essential that 
you continue this GI loan program, and it can be continued only if 
you will increase the amount that is available for that purpose. 

I suggest in my bill $2 billion, and I think it ought to be done so 
that we do not have to come back here every 2 years and allocate or 
authorize additional money. After all, this is not an expenditure and 
the history of the program shows that it has been a very good program. 
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The losses have been less than 1 percent, and with the interest rate 
many times that, the program has always been a profitable one even 
after deducting the very minimal losses that occurred on this type of 
lending. 

I aia also like to stress again that I think it is high time that 
you permitted, if not actually directed, that the national life insur- 
ance funds be used for veterans’ loans. If every insurance company 
in the country, if every peeon fund in the country finds it proper 
and profitable and good business to invest as much as 50 percent of 
their funds in mortgages, surely this life insurance fund can use a 
fair portion of its money, instead of putting it in 2 or 3, or even 4 per- 
cent bonds of the Government. 

They can put a fair part of that in these veterans’ loans, and it 
doesn’t cost the Government any additioual money to do it. The 
profit or interest still accrues to the fund, and they certainly are good 
safe investments. 

I also urge that the loan program not be limited to so-called credit 
short areas, or areas in which credit is short, but that it be extended 
to all areas where veterans are applying for loans and are not getting 
them, no matter what the reason may be. 

Mr. Chairman, I am of the firm opinion that any legislation per- 
taining to direct home loans for veterans must include three basic 
elements. The first of these is an ample supply of funds with which 
to finance veterans’ housing; secondly, these funds must be available 
to all veterans whether they live in a metropolitan area or in rural 
communities; and thirdly, consideration must be given to those vet- 
erans who live in high cost areas. 

I have introduced a bill, H.R. 1155, which encompasses all of these 
elements. While the bill will require some technical changes before 
it can be presented for final consideration, I believe its basic provi- 
sions will serve as a sound framework for a measure which will give 
every veteran a chance to own a home, if he so desires, while also 
serving as a needed stimulant for the homebuilding industry. 

As of December 1958, according to information from the Veterans’ 
Administration, there were 45,000 veterans on the waiting list for 
direct home loans. Most of these veterans were too late to take ad- 
vantage of the additional funds provided by the Emergency Housing 
Act of 1958. If these 45,000 were not waiting, there would be another 
45,000—because insufficient funds have been made available. Cur- 
rently, the VA is prepared to service not more than 7,000 of the 45,000. 
All funds available for the fiscal year have already been advanced. 
Unless an additional authorization is forthcoming, the program of 
direct loans to veterans will again hit rockbottom. 

Should we permit this to happen, we will not only deprive ex- 
servicemen of the right to homeownership, but we will endanger the 
livelihood of numerous small businessmen—realtors, builders, build- 
ing material suppliers, and manufacturers of home furnishings and 
appliances. Many of these small businessmen depend upon the pro- 
duction of just a few houses a year in their communities to support 
their families. 

I propose that up to $2 billion be made available for use in granting 
direct. loans to veterans desirous of constructing or repairing their 
homes. I further propose that these funds be made available to all 
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eligible veterans who are not otherwise able to secure credit. I do 
not believe that the restrictive provisions of section 512, as amended 
by Public Law 85-863, should remain in effect. Veterans through- 
out the country—in metropolitan areas as well as in our small towns 
and cities and rural communities—are entitled to these benefits. 

I am not unaware that the problem of limited credit facilities is 
generally more prevalent in those smaller communities situated out- 
side of the larger industrial and money markets. However, the lack 
of credit availability is not confined to those areas now designated 
by the current provisions of section 512 as “housing credit shortage 
areas.” Some veterans outside of these areas have also experienced 
difficulty in securing loans to construct and repair homes. Few build- 
ers are willing to run the risks of starting homes in areas where credit 
is not svallable in goodly measure. 

We must not continue our policy of “too little, too late.” Rather, 
ample funds should immediately be made available. Our sources of 
funds are not as limited as some would have us believe. I, for one, 
favor the use of a portion of the national life insurance funds. It has 
long been the practice of life insurance companies and savings and 
loan institutions to invest their funds in home mortgages. Surely, 
these reputable groups would not continue this peas if the risk 
involved were prohibitive. There is no reason for not tapping the 
national life insurance funds for this purpose. 

Among those veterans who have had difficulty in securing housing 
credit are those who live in high cost areas where a $10,000 or a $12,000 
house has not been available since before World War II. Building 
costs have been steadily rising over the past few years and the aver- 
age prices of homes have likewise been on an upward trend. Most 
of the houses built within the range of $10,000 to $12,000 have only 
two bedrooms-—inadequate space for a family of any appreciable 
size. According to data from the Department of Labor, this price 
range accounted for only one-fourth of all houses built in 1956. Those 
homes selling for $15,000 and over, accounted for 45 percent of all 
houses begun in 1956. Average construction costs for new, private, 
one-family houses started in 1958 ranged from $12;550 to $13,150. It 
is eminently clear from these data, that few veterans with families, 
could avail themselves of direct loans made to finance housing built 
to sell up to only $13,500. ; 

Why then shouldn’t a veteran who has a loan entitlement of $7,500 
be permitted to receive a loan with a principal of up to $20,000? 

I think that we will be unjust if we do not permit this exception. 
We are all cognizant of the differences in cost levels between various 
sections of our country. Most of our current housing legislation 
recognizes this and provides for exceptions to mortgage limitations 
to allow for costs incurred by those building in high-cost areas. 
Surely, our boys who have served this country so well should be given 
the same advantages as other homeowners and small builders are 
entitled to reasonable profit. 

Since there are others who wish to be heard here today, I will not 
prolong my remarks, but I want to make these observations. 

One, in fairness and justice to all veterans and builders, direct loans 
should be made available on a broader basis than now provided under 
section 512 of the Servicemen’s Readjustment Act of 1944, as amended. 
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Two, the urgent need for an increase in available funds must be 
immediately met if we do not wish to preside over the demise of the 
GI loan program. 

Most of the veterans who have availed themselves of the GI loan 
benefits have proved worthy of the service rendered them—defaults on 
GI home loans have been negligible, less than 1 percent. We must, 
therefore, prove ourselves worthy of the past services they have 
rendered us by permitting all of them to take full advantage of the 
various benefits to which they are entitled. 

That summarizes the points which I would like to have this com- 
mittee have in mind when they get to considering the reporting of a 
bill on this subject. ; 

The Cuatrrman. Did you touch on interest rates? 

Mr. Murer. I did not touch on interest rates, because I do ho 
that it is the opinion of this committee that interest rates should not 
increased. The talk we get repeatedly from the bankers is that in- 
terest should fluctuate in accordance with the demand. There is no 

ood reason why these veterans should be called upon to pay a higher 
interest rate. As long as the program is paying for itself and, in 
addition, giving you what is a normal interest rate, do not permit the 
interest rate to go up. The bankers are making enough money on 
their interest rates from other loans without trying to take it out of 
the hide of the veterans. 

The Cuarrman. We are not getting nearly enough money for vet- 
erans’ loans and the builders contend that the increased interest rate 
will bring more money into the program. 

Mr. Muurer. They are voicing the pressures put upon them by the 
bankers to whom they must go for their commitments, but if you use 


the national life insurance fund, if you just made it available, you 
would find that there would be more than enough money at these rates 


made available by the bankers. 

In order to meet the competition that you would give them, they 
would come forward and give the veterans as much money as they 
need. These are good sound loans and there is no need to increase the 
price they must pay for the use of this money. 

The Cuamrman. Mr. Ayres, any questions ? 

Mr. Ayres. I am happy to see that our distinguished colleague is 
being consistent. 

Mr. Mutter. Yes. I have been on this problem. I would be just 
as ready to change my mind if somebody could show me that I am 
wrong. I am not antibanker. I have made a good livelihood prac- 
ticing law representing the banks and banking and lending industries 
_ I will tell you they do not need a higher interest rate on this type 
of loan. 

Mr. Ayres. What I mean is that you have been consistent in that 
you feel that the Government should have a larger direct loan program. 

Mr. Mutter, Yes; I have been consistent in that regard, too. 
have been consistent in urging that the national life insurance funds, 
at least a part of it, should be used for this program. You do not have 
to tap any other sources of funds. Itislying there. It isthe veterans’ 
money and it should be used for their benefit. 

The Cuatrman. Any other questions? 

Thank you, Mr. Multer. It is always good to have you before our 
committee. 
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Mr. Murer. Thank you, Mr. Chairman. 
The Cuatrman, Mr. Sisk and Mr. Matthews, do you want to say 
something to us this morning? : 


STATEMENT OF HON. D. R. (BILLY) MATTHEWS, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF FLORIDA 


Mr. Matrruews. Mr. Chairman and ladies and gentlemen of the 
committee, with the chairman’s permission, I would like to file that 
very brief formal] statement on behalf of legislation that I have in- 
troduced, which would add $150 million to the direct-loan program. 

May I say that I am very enthusiastic about this program. It has 
been, as we all know, of great help, especially to our veterans in the 
small rural areas of the country. 

Mr. Chairman, my section of Florida is the rural area, the north- 
central area of Florida where the conventional channels of home 
financing are often sadly lacking. I do not know of a more acute 
personal problem that I had last year than the problem of good veter- 
ans wanting to participate in this direct-loan program, but could not 
do it. 

The CHarrMan. We are going to do something about that. How 
about the interest rates ? 

Mr. Marruews. I would like to see the interest rates remain as they 
are, although I do not, perhaps, have the very definite viewpoint that 
Mr. Multer, our colleague immediately preceding me. I just do not 
know too much about it. Let me say this: If this committee, in its 
wisdom, felt to get money we had to raise the interest rates a little bit, 
I would posebest i defer to the judgment of this committee. 

I know that a tremendous problem exists. I would prefer, of course, 
as I know we all would, not to see those interest rates raised. 

I am delighted to have this opportunity to testify on behalf of my 

bill, H.R. 3039, which would provide that— 
In addition to the sums authorized in this subsection (referring to subsection (a) 
of section 1823 of title 38, United States Code) the Secretary of the Treasury 
shall also advance to the Administrator such additional sums, not in excess of 
$150,000,000, as the Administrator may request * * * 

The purpose of this measure is, of course, to make more money avail- 
able immediately for the direct-loan program to our veterans to enable 
them to get necessary homes. 

This committee is aware of the splendid record that our veterans 
have made in repaying their loans, and I think this is one of the safest 
and most practical programs from an economic standpoint in which 
our Federal Government has participated. 

When I was in my district this past fall, 1 do not know of any per- 
sonal problem that came to my attention more than the problem of a 
veteran with a good job and reasonable financial security finding him- 
self unable to get the necessary financing to build a home. I want to 
pay tribute to the loan guaranty officer in Florida, Mr, Tom C. David, 
who has done a magnificent job, I have talked with him many t‘mes 
over the telephone and have corresponded with him about this prob- 
lem, and although he was, and is as cooperative as possible, the fact is, 
of course, there just is no money to lend. As late as October 2 of this 
past fall, I wrote a letter to Mr. David regarding a direct-loan applica- 
tion for one of my constituents, Mr. Ernest B. Huggins of Gainesville, 
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Fla. Mr. Huggins is a giao young businessman and there would 
have been no question of his receiving the loan if the money had been 
available. 

However, and I quote from a letter received from Mr. David, October 
3, 1958, as follows: 

I have checked our records and find that there are approximately 380 veterans 
ahead of Mr. Huggins on our direct-loan list. From the number of loans we are 
able to make each quarter, I am sure we will not reach him within the next 12 
months. We are receiving a large number of inquiries from veterans, but we 
have nearly 1,500 names on our list and at the present time we are making only 
45 to 55 loans direct to veterans each quarter. 

I am sure this same problem is being faced in other parts of America. 
It is particularly acute in my own district, since I represent an agri- 
cultural area composed of 15 counties of large geographical area, but 
of comparatively small population. Many of the counties of my dis- 
trict are not able to provide home loan financing through the conven- 
tional channels. Many of our veterans actually have no place else to 
go except to the direct-loan program. 

This program has meant much to the rural areas of my district, and 
I know the same can be said of all other rural areas in America. 

I want, therefore, to endorse enthusiastically H.R. 3029, and I hope 
this great committee will report it in the near future and that favorable 
action will be taken on it by the House. Please let me thank you for 
this privilege. 

The Cuatrman. Any questions of Mr. Matthews? 

Mr. Frvo. Can you get any money at 414 percent, do you know, in 
Florida? 

Mr. Martrnews. Frankly, I do not know enough about that fact to 
be able to give a good answer. The main problem we had, of course 
this last year was that there was just no more money available. They 
were hundreds of applications behind, so did not get to the point that 
we could look to that particular problem. Please forgive my lack of 
information, but I just do not have it in this particular field. 

Mr. Fino. I think in the approach to this problem we have to be 
realistic. There is no sense in saying that we are all interested in the 
veterans and we want to keep the interest rates as low as possible and 
yet give them nothing in return. 

Telling a veteran that we could give a mortgage at 414 percent and 
we do not have the money available, does not help the veterans. We 
have to be a little more realistic. 

It is not a question of trying to nerd the interest rate down, it is a 
question of trying to get the money so he can own his own home. 

Mr. Marruews. I can see that is a tremendous problem. 

Mr. Borxrn. I think Mr. Fino is exactly right. However, they have 
to pay it anyway because if they do get the money and they are not 
getting it, they have to go to somebody directly, or indirectly to get it. 
I have had many people tell me that. It is terrible the way they do it. 
I think they could go places with it. 

The Cuarmman. Thank you so much. 

Mr. Matrnews. Thank you so much. 

The Carman. Mr. Sisk, a former member of this committee, is 
here today and would like to give us his views on behalf of his bill, 
H.R. 2226. He is now out in space. 
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Mr. Sisk. Mr, Chairman, if I might, some of my constituents think 
Iam too far out in space. Tam trying to call that committee the Sci- 
ence Committee, 


STATEMENT OF HON. B. F. SISK, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF CALIFORNIA 


H.R. 2226, which I introduced, as well as Chairman Teague’s H.R. 
9256, and other bills before you, would authorize this additional 
financing and would remove a provision that tends to link the interest 
rate for these loans to the FHA rate. 

The additional authorization is needed because broad sections of 
the country have not been receiving their share of housing for vet- 
erans due to the lack of private financing in rural areas. 

For example, in the three-county district of California, which I 
represent, veterans in two predominantly rural counties, Merced and 
Madera, have been unable to secure adequate private financing for 
standard GI home loans. They are keenly interested in pertieinening 
in the direct loan program, I understand that throughout the Nation 
some 45,000 qualified veterans are currently on the waiting list for 
direct loans, including some in my State. In equity and justice, such 
veterans should have the opportunity to purchase homes on reasonable 
terms. 

If the committee, in its wisdom, determines that the additional 
authorization needed is as much as $200 million, I would support such 
an increase. This authorization, in my opinion, would in no sense 
represent any giveaway or drain upon the taxpayers. Experience 
with the veterans’ direct loan program has shown a repayment record 
that is above reproach. 

As for the amendment relating to interest rates, I believe that the 
direct loan program should be allowed to stand on its own feet. 
Interest rates should be fixed in accordance with the requirements of 
this program and not linked to any other. 

I support the legislation proposing an increase of $150 million into 
the direct loan program, 

Frankly, so far as I am concerned, in view of the need that I found 
across the country for this particular type of program, I would sup- 
port a program up to $200 million, if the committee, in its judgment, 
felt that they should go that far. Further, I also indicate that I cer- 
tainly favor the Acar tps bat relating to, let us say, “disconnecting,” if 
you will permit me to use that word, this interest rate as it is at 
preaaa tied to the FHA program, because I do not feel that to be 
realistic. 

The Cuamman. Any questions of Mr. Sisk by the members of the 
committee ? 

Mr. Sisk. Thanks a lot, Mr. Chairman. 

The Cuatrman. The next witness will be a member of the com- 
mittee, the Honorable Erwin Mitchell of Georgia, who has introduced 
H.R. 2194, Mr. Mitchell, will you come around and take a seat? 

Mr. Mrrcueiy. Thank you, Mr. Chairman. I wish to take this 
OppOrsanney to express my appreciation for being able to speak in 
behalf of my bill, TLR. 2194. 
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As you may recall, Mr. Chairman, vin after I came to Congress, 
TI introduced a similar bill because I realized that the veterans living in 
the rural areas, small cities and towns, not only of my district in 
Georgia, but the entire Nation, had not had an equal opportunity to 
purchase a home because of the lack of private financing. Sufficient 
rivate financing was just not available for the veterans who wish to 
uy homes in these rural areas. 
urther, I found that in the rural areas of our country there had 
been very few new homes constructed. The homes that the veterans 
were able to buy were old or existing homes. In order to correct this 
situation, I introduced, during the last Congress, a bill the provisions 
of which were included in Public Law 85-364. This bill appropriated 
funds to continue the direct loan program for 2 years and required 
the Veterans’ Administration to adopt new policies and procedures 
for the operation of the direct loan program so that veterans and 
builders could construct new homes in our small towns and rural areas, 

Since this public law became effective on April 1, 1958, the ratio 
of direct loans to guaranteed loans have increased on new construc- 
tion from 20 percent to approximately 50 percent. 

Prior to this new law, 80 percent of the money was used for the 
purchase of old or existing homes. When Public Law 85-364 was 
approved there were over 13,000 veterans on the waiting list for a 
loan. When funds, under the new law, were allocated to the various 
States, the demand for loans was so great that the waiting list 
continued to increase. The allocation is only $50 million a quarter 
and this will provide for only 5,000 loans to the veterans on the top 
of the waiting list. Today we have over 43,000 veterans on the 
waiting list throughout the country and the Veterans’ Administration 
cannot draw any more money until July 1, 1959. 

I am informed that the waiting list grows by approximately 2,000 
veterans per month. It is evident, therefore, that additional funds 
must be made available to make the direct: loan program effective. 
Although the direct loan program has operated successfully in my 
State, we need additional money in the program because today we 
have over 2,400 veterans on the waiting list. 

I feel that the situation in my State is more or less typical and 
wish to call your attention to the fact that during the period from 
April to December 1958, if it had not been for the direct loan pro- 
gram, very few veterans in the State of Georgia would have been 
able to buy homes. However, the direct loan program, under Public 
Law 85-364, enabled 704 veterans to obtain homes. Of course, 173 
were made to veterans in my district, the Seventh Congressional 
District of Georgia. 

Mr. Chairman, although this bill requires an initial outlay of $150 
million, I am sure that in the long run it will not cost the taxpayers 
of this country 1 red cent. 


The Veterans’ Administration’s experience in the direct loan pro- 
gram to date shows the program to be in the black. In other words, 
it is making money through the repayments plus interest for the 
U.S. Treasury. 

Mr. Chairman, I feel so strongly about this program that I wish 
that every one of my colleagues could analyze it wees, al T am 


sure that they would find it has been of tremendous help to our 
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country. It is providing homes for our veterans and at the same 
time helping the taxpayers of our country through the returns to the 
Treasury as the loans are repaid. 

This great program provides homes for veterans, but, as I stated 
before, it has also stimulated construction, provided employment, and 
increased business generally for our local merchants. 

Mr. Chairman, I again wish to thank you for the opportunity to 
express my views on the direct loan program and make this state- 
ment in behalf of my bill, H.R. 2194. ’ 

The OmairMAN. We also have here this morning the distinguished 


gentleman from Nebraska, Mr. Weaver, who is a sponsor of H.R. 2261. 


STATEMENT OF HON. PHIL WEAVER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEBRASKA 


Mr, Weaver. Mr. Chairman, I would like first to identify myself 
for the record. I am Phil Weaver, Representative of the First Con- 

ressional District of Nebraska, and sponsor of the bill H.R. 2261. 

his bill, briefly stated, would authorize an additional $150 million 
in direct loans to veterans living in rural communities for the purpose 
of buying homes. 

Mr. Chairman, the First Congressional District of Nebraska is 
typical of many of our western areas. The towns are small and 
widely scattered, from the Missouri State line to the Colorado bor- 
der—nearly from Kansas City to Denver. This condition prevails 
throughout the State of Nebraska. We do have thriving cities, 
Omaha and Lincoln, among the fast-growing, progressive communi- 
ties of the country. But, basically, the State is rural, devoted to 
farming and ranching. 

In a great many of the small towns scattered across Nebraska we 
have fine progressive little banks. However, because of the very 
nature of their business, these banks do not maintain the large re- 
serves needed for the home mortgage business. This is no reflection 
on either the banks or those who manage and own them; if they were 
in a position to handle mortgage money on a large seale, they would 
do so, They are not, however, in such a position. 

Mr. Chairman, a survey by your committee has shown that less 
than 10 percent of the veterans residing in rural counties throughout 
the Nation have been able to get home financing through regular 
means. This compares with a recent showing that some 58 percent 
of all the veterans in the Nation are homeowners. This, I submit, 
is a grave discrepancy against those veterans who live in rural areas 
of the country, of whom there are many thousands in Nebraska. 

As of the moment, according to the latest figures made available 
to me, there are some 502 Nebraska veterans who have applied for 
direct loans under the present program and who are still waiting 
for action on their applications. 

Mr. Chairman, my bill, H.R. 2261, establishes an authorization of 
$150 million more for this program. This is just half the amount 
authorized by a number of bills introduced in the Senate and one 
introduced and now before this committee. I believe the more con- 
servative figure I have included in my bill is the more realistic one, 
and one which would accomplish the job adequately and with speed. 
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Let me explain my reasoning for taking this more conservative 
approach to the problem. There are 41,000 veterans now on the 
waiting list, and were it possible to handle every one of these appli- 
cations at once, and if each of the veterans received a $10,000 loan, 
my bill would not suffice. But figures from the Veterans’ Adminis- 
tration files demonstrate that there is a 50 percent “mortality rate” 
on these applications. By that I mean that for one reason or an- 
other—usually because the house the particular veteran wants has 
already been sold, by the time the money is available to him—his 
name is dropped from the list. This brings the figure of those who 
would actu y receive loans down to just a little over 20,000. 

My bill, authorizing $150 million in direct loans, would take care 
of 15,000 of these applications. The funds for the other 5,000 are 
already authorized under existing programs. . 

Mr. Chairman, the direct-loan program was originally pro and 
enacted because the guaranteed-loan program was not providing equal 
opportunity under the law to those veterans who, because of choice or 
circumstance, lived in rural communities. The bill I have sponsored 
would provide adequate funds to care for their needs while still being 
a reasonable and realistic one. 

I most strongly urge favorable committee action on my bill, H.R. 
2261. Thank you very much, Mr. Chairman. 

The Cuamman. Mr. Driver, would you introduce the = 
with you, from the Veterans’ Administration? We have, I believe, all 
of our new members this morning. I might say before you start that 
pai is the Acting Director. Has that “Acting” taken off 
yet? 

Mr. Driver. No, sir. 

P The Cuarman. These Republicans will not do what they should be 
oing. 

= aa Is your salary the same, whether you are acting or 

ar 
r. Driver. No, sir. 

The Cuarrman. I would like to say to the committee and the people 
with you that I think you have done a fine job. I hope the “Acting” 
is taken off soon. I heard it was taken off. 


STATEMENT OF W. J. DRIVER, ACTING CHIEF BENEFITS DIREC- 
TOR, VETERANS’ ADMINISTRATION; ACCOMPANIED BY T. F. 
DALEY, ASSOCIATE GENERAL COUNSEL FOR LEGISLATION; RAY 
P. BLAND, DIRECTOR, LEGISLATIVE PROJECTS SERVICE; JAMES 
M. BAYLES, LEGISLATIVE ATTORNEY; P. N. BROWNSTEIN, DI- 
RECTOR, LOAN GUARANTY SERVICE; J. M. DERVAN, ASSISTANT 
DIRECTOR FOR LOAN POLICY MANAGEMENT; AND P. J. MALONEY, 
CHIEF LEGISLATIVE AND REGULATORY STAFF 


Mr. Driver. I would like to introduce these other gentlemen from 
the Veterans’ Administration, starting with Mr. Daley, Associate Gen- 
eral Counsel for Legislative Services; Mr. Bland, Director, Legislative 
Projects Service; Mr. Bayes legislative attorney; Mr. Brownstein, 
Director, Loan Guaranty Service; Mr, Dervan, Assistant Director for 


Loan Policy Management; and Mr. Maloney, Chief, legislative and 
regulatory staff. 
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I think we haye all the experts in the housing area to answer any 
questions you may have. We have a statement and we also have re- 
ported on the bill. 

As a background to the bills under consideration by your committee, 
I should like, if I may, to give you a capsule summary of the accom- 
plishments of the loan-guarantee and direct-loan programs to date and 

From omen ing of the loan-guarantee program cem- 
ber 1958, the hes insured 
over 514 million loans, amounting to $451, billion, to veterans of World 
War II and the Korean conflict. This guarantee program has assisted 
veterans to purchase or construct 5,216,000 homes with underwritten 
loans amounting to nearly ey billion. Loans totaling nearly $282 
million have been guaranteed for over 71,000 veterans for farmi 
operations, and nearly 233,000 loans, amounting to close to $647 mil- 
lion, have been guaranteed to assist veterans in business enterprises. 
To date, about 25 percent of the home loans, 73 sia of the farm 
a5 ee and nearly 88 percent of the business loans have been repaid in 

From the ae sr of the direct home loan program in mid-1950 
though December 1958, we have made 126,850 direct loans amounting 
to nearly $956 million to veterans in rural areas and in small cities 
and towns where private mortgage funds for guaranteed home loans 
have not been generally available. To date nearly 6 percent of the 
direct loans have been repaid in full, 6 percent have been sold to 

rivate investors, and it has been necessary to foreclose or accept 
dleeds in lieu of foreclosure on only a little over one-half of 1 pereent 


-of the direct loans made. 


So much for the overall performance of these programs. 

As most of you will recall, the home loan guarantee program started 
to decline in the latter part of 1956 and had reached a record low 
level by the end of 1957. For example, the number of appraisal 
requests—which is the most sensitive indicator of loan guaranty 
activity—had dropped from a monthly average of more than 84,000 
in 1955 to only 5,000 in December 1957. : 

However, the enactment of the 1958 emergency housing legislation, 
Public Law 85-364, approved April 1, 1958, gave this program a much 
needed “shot in the arm,” This act permitted an increase in the 
GI interest rate from 414 to 434 percent, removed the mandatory 
control of discounts on GI loans in the secondary market, and gave 
authority to the Federal National Mortgage Association to purchase 
VA-guaranteed or FHA-guaranteed mortgages of up to $13,500 under 
its special assistance program. These, together with the removal by 
VA of the regulatory 2 percent minimum downpayment requirement, 
combined to stimulate activity in GI loans. 

By July of 1958, appraisal requests had increased to 43,100 of which 
28,500 were on proposed homes and 14,600 on existing houses. New 
dwelling units started under VA inspection, which had averaged 
about 33,000 per month in 1955 and accounted for nearly 30 percent 
of all nonfarm private dwelling units started in the United States 


during that year, dwindled to a low monthly average of 3,300 during 
the 3 months preceding the enactment of the 1958 emergency housi 
legislation, and accounted for less than 5 percent of the U.S. to 
starts during this quarter. However, during the third quarter of 
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1958 units started with VA-inspection had risen to a monthly average 
of 12,700 and accounted for about 1114 — of the U.S. total starts, 

By mid-September of 1958, the $1 billion FNMA Bs pny assistance 
fund for purchasing FHA and VA mortgages had all been com- 
mitted. At about this time also there was a reversal in the trend of 
availability of mortgage funds which caused the GI loan to be even 
less attractive to investors. This resulted from the increased yield 
obtainable on other mortgages and other competitive types of capital 
investment. Consequently, the supply of mortgage money for GI 
loans has continued to tighten and has resulted in a marked decline 
of GI loan activity in recent months. Appraisal requests which, as 
I said before, had reached a peak of 43,100 in July receded to 21,100 
in December and dwelling units started with VA inspection dropped 
from a 1958 monthly high of 14,700 in October to only a little over 
9,000 in December. These decreases are considerably in excess of the 
usual seasonal pattern. All indications point to a further decline in 
GI home loan activity in coming months unless something is done to 
bring the GI loan into a more favorable position with competitive 
types of capital investments. 

Before leaving the loan-guaranty program, you may be interested 
to know that the proportion of guaranteed home loans being made to 
veterans of the Korean conflict has been increasing steadily. For ex- 
ample, during calendar year 1953 only 11 percent of the V A-guaran- 
teed home loans were being made to Korean conflict veterans, but by 
the “a of 1958 the proportion had risen to nearly 50 percent of the 
total. 

Now, I should like to talk about recent developments in the direct 
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loan program. As you will recall, no Treasury advances were author- 


ized for the direct loan program during the first 3 quarters of fiscal 
year 1958. As a result, ants available for making loans were prac- 
tically exhausted by the end of March 1958 and there were more than 
13,000 veterans’ names on waiting lists throughout the country. 

Public Law 85-364 permitted a Treasury advance of up to $50 mil- 
lion during the fourth quarter of fiscal year 1958 and authorized $150 
million in Treasury advances during each of fiscal years 1959 and 
1960. However, not more than $50 million may be so advanced in 
any quarter year. The funds which became available for the fourth 
quarter of fiscal year 1958 were allocated to our regional offices on a 

ro rata basis of their needs to provide loans to veterans on their 

arch 1958 waiting lists. By the end of June 1958, loans made and 
in process had exhausted funds available and the waiting list had 
grown to nearly 35,000. 

The maximum permissible Treasury advances have been obtained 
for the first three quarters of fiscal year 1959. These funds, together 
with the proceeds of sales and principal repayments on loans’ previ- 
ously made, have been allocated to our regional offices on # pro rata 
basis of veteran ulation in designated housing credit shortage 
areas. At the en oF December 1958, loans made and in process were 


sufficient to absorb funds available as of that date and there were 
more than 45,000 on waiting lists. The funds which have been allotted 
to regional offices for making direct loans during the third quarter 
of fiscal year 1959 and the estimated principal repayments during the 
balance of this fiscal year—no Treasury advances being available for 
the fourth quarter—will be enough to make about 7,000 loans. Funds 
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which will become available during fiscal year 1960 will be enough to 
make about 20,000 loans, based on an average loan of $10,000. 

There is one recent development in the direct-loan program which 
I should like to discuss briefly. An important objective of the 1958 
emergency housing legislation was to stimulate the economy through 
the construction of new homes in housing credit shortage areas. 
Among other features, it included an amendment to the direct loan 
law authorizing the Veterans’ Administration—for the first time—to 
issue a Commitment to a builder that direct loan funds would be re- 
served to make loans to veterans to purchase homes to be constructed 
by the builder in direct loan areas. The builder is charged a fee of 
2 percent of the amount of the funds reserved. If the builder is unable 
to sell the units to eligible veterans within his reservation period, the 
fund reservation is canceled, but the 2 percent fee he has paid will not 
be refunded. 

The history of this legislation has indicated that there were two 
principal objectives in providing the Veterans’ Administration with 
this new authority. One was to stimulate new residential construction 
thus creating employment for construction workers and individuals in 
related industries. The second was to encourage the construction of 
new homes in rural areas and small towns where there had been little 
or no new houses built for many years and most veterans in those 
areas had been required to accept existing homes which often were 
obsolete or of substandard quality. To implement these objectives of 
the Congress, the Veterans’ Administration initially allocates 75 per- 
cent of the direct loan fund allotments each quarter to the construc- 
tion of new housing under the fund reservation authority. This 
allocation prevails for the first 2 months of each quarter. At the end 
of this period, the regional office manager has the authority to release 
any portion of the funds so allocated which are not needed for this 

urpose. The funds so released may then be used to process loans 

or veterans on the waiting lists. ere there is little or no activit 
in new construction, the 2 months reservation period may be modifiec 
at the end of the first month of the quarter. On January 26, 1959, 
this 75 percent allocation was reduced to 50 percent. 

During the first half of fiscal year 1959, our regional offices had 
made 570 fund reservation commitments. These commitments cov- 
ered the construction of more than 2,600 new houses for veterans in 
direct loan areas involving $32 million of veterans’ loans. As of the 
end of December 1958, we had approved nearly 600 applications for 
loans amounting to about $8 million to individual veterans pursuant 
to these fund reservations, and commitments amounting to $24 million 
were outstanding. 

_ One effect of the diminished supply of private funds for GI loans 
in recent months has been a mounting pressure to open. up new areas 
for direct loans. At the present time 2,466 or 80 percent, of the 3,075 
counties in the United States have been designated as wholly eligible 
for direct loans; parts of 271 additional counties have been desig- 
nated as housing credit shortage areas; and the remaining 338 coun- 
ties are wholly ineligible for direct loans. About 67 percent of the 
eligible World War IT and Korean veterans live in the nondesignated 
areas and the Pheeratein, ee percent live in the eligible direct loan 
areas. On a cumulative basis, nearly 35 percent of the veterans in the 


wholly excluded counties have obtained VA-guaranteed loans from 


) 
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private lending sources as compared with only 11 percent of the 
veterans in the wholly designated counties. 

Insofar as the legislation proposed in H. R. 2256 and the related 
identical bills, H.R. 2194, H.R. 2996, H.R. 2961, H.R. 2998, H.R. 3039, 
and H.R. 3186 are concerned, you have the report furnished by the 
Administrator. For convenience, I shall confine my remarks to H.R. 
2256. Very briefly, our position relative to these proposals is as 
follows. 

Section 1 of H.R. 2256 would make $150 million immediately avail- 
able for the VA direct loans. At an average of $10,000 per loan a 
total of about 15,000 direct loans could be made to veterans now on 
the direct loan waiting list. As I stated earlier, there were over 
45,000 on the waiting list as of the end of December. 

More and more veterans go on the waiting list each month. Thus, 
while the $150 million provided for in H.R. 2256 would bring about 
an immediate reduction in the waiting list, it would not eliminate the 
demand for direct loans and the building up of a new list. In our 
opinion the solution to the problem does not lie in an increase in the 
amount of direct loan funds but in bringing about the resumption 
of participation by lenders generally in the Gt guaranteed home loan 
program. How can this be done? We believe that the answer is to 
allow the interest rate for GI loans to be established from time to 
time at a level which is competitive yieldwise, in relation to the yields 
obtainable on comparable alternative investments. By so doing, in- 
vestors will be a again to participate in the GI loan program 
and to provide funds for the residential financing needs of veterans 
in rural areas and in the small cities and towns as well as in the large 
metropolitan areas. Accordingly, we recommend in lieu of the pro- 
posal in section 1 that the Veterans’ Administration be vested with 
authority to adjust the interest chargeable on GI home loans, the rate 
to be not in excess of that which the FHA may establish from time to 
time for its residential sales housing program. 

- We have no objection to the extension of the automatic lending 
privileges as intended in section 2(b) of H.R. 2256. Section 2(a) of 
the bill would eliminate the present statutory requirement that the 
GTI loan rate remain one-half of 1 percent below the FHA rate. We 
are in full accord with the elimination of this requirement which has 
the effect of discriminating against the GI loan and building into 
the GI loan structure an automatic discount of 3 to 4 points for those 
investors who are desirous of equating the GI loan yield with the 
maximum obtainable on FHA mortgages. However, we do not believe 
the proposal goes far enough, and, as I have previously stated, we 
recommend that the Veterans’ Administration be given authority to 
set the interest rate on GI loans at a rate not in excess of that which 
the FHA may from time to time establish for its residential sales 
housing program. 

Section 3 of the bill imposes a requirement on builders that they 
escrow downpayment money received on purchase contracts which 
will involve GI loan financing. The haste with which the seller must 
act under this provision when coupled with the severe penalty im- 
posed for noncompliance seems certain to be viewed by many sellers as 
unduly onerous. Moreover, since this requirement.and penalty would 
not-apply under other Government loan programs, it is quite probable. 
that some builders would prefer to arrange for financial assistance 
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for their purchasers through FHA channels. We also have some 
doubt relative to the legality of the proposed penal provision as the 
Administrator noted in his report on the bill. 

We concur in the proposals in section 4 of the bill which would 
give the Administrator authority, which he does not now possess, to 
suspend builders or lenders from the GI loan program on the sole 
basis that the FHA has suspended them from its housing loan program. 
The FHA has authority now to suspend builders or lenders from its 

rogram if we have taken suspension action. Consequently, we be- 
lieve such reciprocal authority on our part would be desirable. 

You also have the Administrator’s report on H.R. 1155. I should 
like to summarize briefly our position on it. H.R. 1155 proposes a $2 
billion direct lending program in which 65 percent of the funds would 
be for use in metropolitan areas. The basic Pao of the direct loan 
program was to supplement the guaranteed loan program and to 
make available a source of credit to rural areas and small cities and 
towns where private lenders have not made such financing generally 
available. e do not believe it would be feasible to depart Fron this 
basic concept and endeavor to have all veterans’ home financing needs 
met with direct loan funds. In the 14% years our program has been 
in existence we have guaranteed home loans, on an average annual 
basis, for about 360,000 veterans for a principal amount in excess of 
$3 billion. This average takes into account the many years when 
GI loans were not readily available, as well as the years during the 
Korean conflict when credit controls curtailed our activity. We be- 
lieve that the only practical way to assure GI loan availability to 
veterans generally, is through the active participation of private 
lenders. Such participation can be encouraged by permitting the 
Administrator to set an interest rate on GI loans which would make 
them competitive with similar capital investments. Accordingly, we 
are unable to concur in the proposal advanced in that bill. 

I believe that a very brief reference from the report that. we sub- 
mitted on several of the bills summarizes the position of the Veterans’ 
Administration, The proposal to eliminate the one-half of 1 per- 
cent. spread between GI loans and FHA interest rates we consider very 
desirable but we feel that the removal of the 4% percent maximum 
coupled with the authority to establish the level at a competitive 
level is urgently needed in order to get the money into the program. 
We are in favor of the provision to suspend lenders. We have some 
reservation as to the desirability of requiring that the veteran’s de- 
posit on downpayments be placed immediately into trust accounts. 

The CuarrMan. Say it again, will you please ? 

Mr. Driver. We have a reservation as to the desirability of requir- 
tg immediate placement of the downpayment into trust accounts. 

he Cuatrman. Why? 

Mr. Driver. I think our principal reasons are the haste with which 
he must act under the proposal coupled with the severe criminal 
penalty which would discourage many lenders from participating if 
they could go to another program which does not require this, such 
as the FHA. 

The Cuarrman. What do you suggest to protect the veterans where 
the builder takes his downpayment and goes broke and the veteran 
loses his money 
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Mr. Drrver. I think probably looking at, if you will, for a moment 
from the Veterans’ Administration side, if this requirement applied 
all the way across on the Government programs it would not have 
adverse effect on the GI program. Perhaps something could also be 
worked out whereby there would be more time to do this. He has to 
do it almost immediately with the a of the money. 

If they can use their money just as a Mhrgrachar pl in another pro- 
gram without this added restriction I think they might do it. 

The Cuareman. I think they probably would too. 

Mr. Driver. So we do have reservations from that standpoint. 

The Cuarrman,. Do you have a suggested change? 

Mr. Brownstern. Our General Counsel is apprehensive of the con- 
stitutionality of that provision. Perhaps it would be just as effective 
if this were to form a basis for suspension. 

The Cuatrman. For the sake of the members who haven’t been 
working on housing would you tell us what this is directed at? 

Mr. Brownstet1n. This is directed at a provision included in this 
bill which would require that the earnest money deposit when a veteran 
contracts to buy a house be put into an escrow account. We know and 
we agree with the chairman in his position here that in areas this has 
constituted a problem where the builder used this money and then 
he went broke. There have been some few cases where veterans have 
been hurt because of this. 

The Cuamrman. Isitsome few! Isthat a correct statement? 

Mr. Brownsrern. The one I think, Mr. Chairman, that we all best 
are acquainted with was the one in New Jersey that involved $160,000 
and that, let me say, that case fortunately was worked out so that the 
veterans are getting the benefit of their deposits. 

ber CuairmMaNn. Then you do not really consider this much of a 

roblem. 
" Mr. BrowNnsteIn. No, sir; it has not been a major problem with us, 
Mr. Chairman, 

The Cuatrman. I would certainly rather take it out of the bill 
than to put something in there that would cause some money to go into 
other programs. When we learned about it in New Jersey I assumed 
it was happening across the country. 

Mr. Brownstern. There are a number of States which have this 
requirement in effect so, of course, it is no problem in those States. 
There was one other small project that I know of in New Jersey where 
this occurred and we were able to work out those cases too, so that the 
veterans got their deposits. 

Mr. Quietey. Mr. Chairman, I may be displaying my ignorance 
but has any thought been given to the practicality or advisability of 
making this a priority, giving the veteran a priority in the claims? 
The builder goes sour and ends up going to the jail and the veteran 
is never going to get his money. Would it be feasible or practical to 

yr wee deposit a priority ahead of everybody including even mechan- 
ies liens? 

Mr. Brownstern. I think, Mr. Quigley, that would probably require 
an amendment to the bankruptcy law to make this a preferred claim. 
I do not think this would be a practical solution. I think probably 
something could be done along the line of causing this to be a basis 
for suspension. 
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The Cuarrman. Can you do that now? 

Mr. Brownstein. Yes, sir. And we do, Mr. Chairman. We have 
suspended these builders in New Jersey, but the problem there, of 
course, is that this is after the fact. i 

The Cuatrman. The money is gone? 

Mr. Brownstern. Yes. 

ii Carrer. If they are in jail or bankrupt, what good is that going 
to do 

The Cuatrman. It protects somebody in the future. 

Mr. Quieter. It gives them one bite. 

Mr. Boykin. Mr. Chairman, we have not had a bit of that trouble 
down home, I don’t think. There should not be any. Could you 
not make the builder give a bond where that could not happen? We 
have so many good builders all over this Nation. Could they not give 
a bond to be responsible for taking a man’s money ? 

Mr. Brownstein. There is one thing which we could consider. Now 
our suspension has resulted after this misappropriation has occurred. 
We could explore the possibility, Mr. Chairman, of providing that 
this money should be escrowed even though there is not a loss to the 
veterans. The failure to escrow or place in a trust account might be 
considered as a ground for doing so. 

The Cuarrman. I think that when we get to the reading of the bill 
I am going to offer an amendment to strike that section. You are on 
the subcommittee, I hope you will look at it. 

Mr. Boyxtn. Iam going to. 

Mr. Grorcr. Did you not say some States have that requirement in 
effect now? Which requirements do you mean ? 

Mr. Brownstern. That the earnest money deposited incident to the 
purchase of a home being escrowed. 

Mr. Georee. In a trust fund of some sort ? 

Mr. Brownstein, Yes, sir. 

Mr. Quictey. That would be for any purchaser. 

Mr. Grorer. How does that work? 

Mr. Brownstein. I will tell you how this came to my attention. It 
was at a meeting of a trade association where this problem was being 
discussed and a number of the conferees present said they did not 
understand how this can happen because in their States they are 
required to put this money in a trust fund. We are trying to find out 
now just how many of these States there are. It may be that in some 
instances it is a State law and in other instances it is a requirement of 
the real estate board. 

The Cuairman. Let us discuss interest rates a minute. 

Mr. Driver. Yes, sir. 

The CHarrman. Do you two personally believe that an increase 
in interest rate will go a long way toward solving our problem or is 
that a policy of the tion 


Mr. Driver. We have talked about it at great length. We believe 
that our interest rate just plain is not attractive at all and the rate 
at which appraisals have dropped off recently indicates that we are 
just falling right out of the business. 

The CHamman. Do you believe that it will send money into the 
rural areas, small towns, where we have not been able to do any good 
at all? 


. 
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Mr. Driver. I think it will send some. We do not know how much 

but we have the distinct feeling that to continue appropriating any 
amounts large, small, or what have you above what we already have 
for direct loans is putting the emphasis in the wrong direction. 

The direct loan program should be supplemental to the guaranty 
program. This, we believe, would be effective if we have a competitive 
interest rate. That just generally is the way we feel. As it is now we 
kind of have our right hand tide behind us on the question of attract- 
ing money through the regularchannels. Almost any amount of direct 
loan money would be gobbled up. 

The Cuarmman. You have said this every year and we have built a 
lot of veterans’ housing. 

Mr. Drtver. There is no question about it. But we do feel that we 
would stimulate activity in a better way if we had a freer hand with 

the interest rate. ; 

Mr. Apatr. Mr. Chairman, at that point do you feel that if the 
interest rate were increased we would build more houses? 

Mr. Driver. More houses? 

Mr. Aparr, Yes. 

Mr. Drrver. In the veterans program ? 

Mr. Apatr. Yes. 

Mr. Driver. Yes, sir. 

The Cuazsman. I did not hear that question. 

_ Mr. Apart. Your question was that in spite of the lower interest 
rate we had built houses. Mine was if we had more interest would 
we have built more houses and the answer was in the affirmative. 

The Cuarrman. Mrs. Rogers. 

Mrs. Rogers. Mr. Chairman, do you know how many have applied 
for loans and could not secure them ? 

The Cuarrman. You mean in the direct loan areas ? 

Mrs. Rogers. Yes. 

The Cuarrman. I would like Mr. Brownstein to talk about that. 
We do not know the exact number who have applied because the wait- 
ing list turns people away as you know. 

fr. Brownstrern. At the end of December, Mrs. Rogers, we had 
45,000 on the waiting list for direct loans. This is in direct-loan 
areas, of course. How many veterans there are, though, in the metro- 
politan areas which are not direct-loan areas that would like to be 
able to make use of their entitlement is quite an imponderable that we 
would have no answer to. But we do believe this: We think that 
to single out the GI loan and say “This is where the interest rate 
line is going to be held,” is not causing any service to the veteran, 
because he then has to go shopping for the FHA loan where even 
if you have the same interest rate it costs the FHA mortgagor a half 
percent more, or if he has to go shopping for a conventional loan 
this spread widens to maybe 1 percent or 114 percent. 

Since the emergency housing legislation was passed our activity 
went up very substantially but our activity went up principally in 
the new housing field. Our requests for appraisal ever since that 
occurred have run about two to one on new houses. A deal 
of this was due to the special assistance program FNMA. FHA’s 
activity on the other hand in this same period has been two to one 
the other way. 
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A veteran who wants to buy a used house in most areas of the 
country today just cannot go into a bank or a savings and loan and 
get a loan to do it. Even in those areas where there are some houses 
available to the veteran with a guaranteed loan he does not have 
much choice of selection. He has to take an area where the builder 
has gotten financing on his tract, and outside of that he is pretty well 
stymied. 

Mrs. Rogers. I know in Massachusetts a great many of the veterans 
wanted to get loans and could not get them. 

Mr. Brownstern. If they cannot get them in Massachusetts they 
cannot get them anywhere in the United States. | 

The Cuatrman. What part is played by the percent of veterans 
who have built their homes? In other words, take up in Mrs. Rogers’ 
area. If I remember a survey, about 80 percent of the veterans who 
wanted a home up there were able to get one. Is that playing a part 
in the number of starts? 

Mr. Brownsrein. Thirty-two percent of World War II veterans 
have gotten GI loans. Now there was an interesting survey made 
and recently put out, Mr, Chairman, by the Bureau of Census. It 
deals with the financing on owner-occupied residential properties. 
This is based on fairly current information. They got their informa- 
tion together in 1956: 

It shows this: Veterans of World War II and the Korean conflict 
owned 55 percent of the mortgaged properties in the United States. 
Eighteen percent of these veterans had obtained FHA loans; 43 per- 
cent held VA loans, and 39 percent held conventional loans. 

We know that if veterans had been able to get GI loans every- 
where at the time that they wanted to buy, this percentage of those 
who had gotten VA loans would be much higher, because I am con- 
fident that neither of the other two types of financing could have 
approached it from the standpoint of desirability on the part of the 
veteran. 

Another thing, we find this: When there is money available our 
volume just mushrooms. For the last quarter of calendar year 1958 
about 50 percent of the closed loans are to Korean veterans, And 
there could be several reasons for that. 

One perhaps is that the Korean veteran is the one whose need is 
more demanding at the moment. But we believe that there are a 
great many World War II veterans whose incomes have gone up 
so that they can afford better houses, whose families have grown so 
that they need larger houses, plus those who are moving about from 
place to place and need housing in their own location, who would 
like to make use of their entitlement, because as I said only 32 per- 
cent have used it. There are still nearly 10 million World War IT 
veterans who have not made use of their entitlement. Only about 11 
percent of the Korean veterans have used their entitlement. Ulti- 
mately there will be nearly 6 million Korean veterans. 

The Cuarrman. When does World War II entitlement end? 

Mr. Brownstern. July 25, 1960. 

The Cuarmman. Any questions? 

Mr. Fino. cape | back to the question of suspension of the VA 
builders. Well, of course, I have had this experience up in New 
York City and that is where a great deal of the problem does exist, 
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where the builder gets into financial difficulties and other difficulties 
and in time he receives a suspension from the VA. 

But that does not bother him because he knows that he could con- 
tinue to build for conventional loans and for FHA loans. I was 
wondering whether or not the VA has made any gt to arrive 
at some understanding with the FHA on the question of suspension, 
and to continue that suspension on that particular character, not only 
for VA but also for FHA ? 

Mr. Brownstein. Yes, sir. 

Mr. Frvo. In other words, really giving this builder the business 
so that he cannot build ? 

Mr. Brownstein. There is a provision in the statute now which 
authorizes the FHA to suspend a builder because of his shortcomin. 
in the VA program. We have recommended and it is in this bill 
being onhalde that the VA similarly be authorized to suspend be- 
cause of the shortcomings of the builder in the FHA program. 

We think this is highly desirable and we do work with the FHA 
on this. Routinely when we suspend a builder we notify the FHA 
that he has been suspended and in many instances the FHA suspends 
him. Similarly when we are notified by FHA that they have 
suspended a builder, we cannot suspend him immediately under the 
present law, but we do look at him very closely from then on and if 
the circumstances are such that we think that his action is prejudicial 
to veterans, based on a VA case, then we immediately suspend him. 

The Cuarrman. I think you did the veterans program a disservice 
in October when you said you were going to ask for an increase in 
January. It seems to me any banker who reads that says he is going 
to wait until January. Can you tell me how that came about? I 
know it got some publicity. 

Mr. Brownstein. I would like to tell you what happened. There 
was a press conference at the National Association of Real Estate 
Boards convention in San Francisco. Mr. Norman Mason, Commis- 
sioner of FHA, Mr. S. J. Baughman, President of FNMA, and I 
were meeting the press there. A reporter asked me what the VA 
proposed to do on its interest rate. I said that the VA had not yet 

ormulated its legislative plans, but that in all probability it would 
repeat the recommendation that it had made last year. 

he next question was the extent of the increase to which this recom- 
mendation would be made, and I said probably it would be a recom- 
mendation which would make the VA rate competitive. Then a 
reporter asked if the same authority that is given an FHA commis- 
sioner would be satisfactory. I said I was certain that this would be 
satisfactory. I thought, Mr. Chairman, that it was a proper question 
and one to which an answer was entitled and I gave the best and most 
honest answer that I could. 

The Cuairman. Do you not agree that that kind of information 
will cause people to hold back their money ? 

Mr. Brownster. Mr, Chairman, there had already been holding 
back in this program. Our volume already was declining. I do not 
believe that that caused any further decline. 

Mr. Ayres. Mr. Chairman. 

The Cuarrman, Mr. Ayres. 

Mr. Ayres. On the contrary, Mr. Chairman, I think the statement 
was very much in order because, based on past experience, those people 
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in the business, regardless of recommendation, did not build up too 
much hope that this committee or Congress would do anything about it. 

On the other hand, if there was an opportunity they might hold back 
some money for this program if we made it competitive. I do not 
see where Mr. Brownstein had any choice. In fact, I have been giving 
this speech for 5 years. 

The CHarrman. I have been listening to it for 5 years. 

Mr. Ayres. There are only two things I am disappointed in. One 
is that we have not been able to do much about it, and two, that I have 
not gotten nearly the response that he got. 

The Cuarrman. The new Members of Congress would have to know 
about this. He took his own home newspapers and proved they did 
not need an interest increase out there. 

Mr. Ayres. They indicted five of my people afterwards for false 
advertising. 

The Cuarrman. I don’t agree with either one of you. I still think 
it is a mistake for a person in your position. I understand how the 
statement was made and I am sure it was a proper question for you 
to answer but I think it hurt the program. 

I do not want to rush this thing at all. I want to do just exactly 
what the committee wants to do. After we have summarized the 
statements I want to get a vote of the members unless you want to 
wait for tomorrow. 

Mr. Meadows, would you summarize the statements we have be- 
fore us? 

Mr. Meapvows. We will be able to provide copies of some. We 
have a statement from the DAV which simply supports the direct 
loan program. This particular statement is silent on the question of 
interest rates. 

(The document referred to follows :) 
DISABLED AMERICAN VETERANS, 
Washington, D.C., January 22, 1959. 


Hon. E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. Teacvue: This is to thank you for the information received from 
your office that hearings before your committee will commence on January 28, 
1959, in connection with several housing bills including the one introduced by 
you (H.R. 2256) on January 12, 1959. 

Due to the fact that I will be out of the city next week attending the an- 
nual conference of State commanders and adjutants at Cincinnati, Ohio, I will 
be unable to be present at the committee hearings. I, therefore, take this means 
of stating our position with reference to the proposed legislation. 

While the DAV does not have an official mandate ir the matter, as presented 
in the bills scheduled for consideration, it is believed that the objectives 
sought are meritorious and practical and that many veterans now denied would 
benefit by the passage of such helpful legislation. In accordance with this 
opinion the DAV endorses H.R. 2256 and urges its approval. 

Sincerely yours, 
ELMER M. FREUDENBERGER, 
Acting National Director of Legislation, 
Disabled American Veterans. 


The Cuarrman. What was the position last year ? 
Mr. Meanows. Their position has been opposing the interest rate in- 
crease. They take very little interest, Mr. Chairman, in the housing 


program. 


l- 
L, 
y 
Ss 
l 
| 


28 VETERANS HOUSING IN RURAL 4728AS 


Mr. Apvam. Mr. Chairman, do I understand that heretofore the 
DAV has opposed an increase in ‘nterest and this year they are silent 
upon the subject ¢ 

Mr. Mzavows. They make reference to H.R. 2256 which is a bill 
that has nothing in it about the interest rate and simply said they 
are for the bill and they are silent on the question of interest rate one 
way or the other. t 


ere is a telegram here, and we have copies from the American 

Life Convention and the Life Insurance Association of America. 

Those are the two big insurance associations that have been before 
this committee on a number of occasions. They support the interest 
rate increase and say that they believe that such an increase is neces- 
sary to make VA mortgages competitive and that they believe that 
with such a rate increase the voluntary home mortgage credit program 
could work. 

(The document referred to follows :) 


STATEMENT OF AMERICAN LiFe CONVENTION AND LiFe INSURANCE ASSOCIATION 
or AMERICA BEFORE THE HOUSE COMMITTEE ON VETERANS’ AFFAIRS, MARCH 
17, 1958. 


My name is Ehney A. Camp. I am vice president and treasurer of the Liberty 
National Life Insurance Co. of Birmingham, Ala. My associates are Milford A. 
Vieser, financial vice president, Mutual Benefit Life Insurance Co., Newark, 
N.J., and James J. O’Leary, director of economic research, Life Insurance Asso- 
ciation of America, New York City. We are appearing in behalf of the American 
Life Convention and the Life Insurance Association of America. These two as- 
sociations have a combined membership of 266 life insurance companies which 
hold 96 percent of the assets of all companies in the United States. We wel- 
come the opportunity to express our views on the important housing and mort- 
gage lending issues before this committee. 

The life insurance companies of the Nation have, of course, a vital interest in 
housing and mortgage matters. During the 12-year period from 1946 through 
1957, inclusive, the life insurance companies made a total of $38.6 billion of 
residential mortgage loans, of which total $10.7 billion were FHA mortgages, 
$10.2 billion were VA mortgages, and $17.7 billion were uninsured mortgages. 
The life companies have been consistently the largest investors in government- 
insured and guaranteed mortgages. 

Your committee has for consideration measures designed to stimulate a prompt 
acceleration in the rate of residential construction. We certainly agree that a 
step-up in homebuilding at this time would be desirable to aid in offsetting the 
present reduction in business and industrial capital expenditures. A higher 
rate of residential construction would improve the general level of business 
activity. The significant question, however, is how may the Federal Govern- 
ment and private business take steps to provide a stimulus to homebuilding 
without resorting to measures which are economically unsound. 

It is important to recall that since the end of World War II, we have built 
nearly 13 million houses in this country. There are some indications that we 
may have substantially caught up with the great housing demand which was the 
product of the war and its aftermath. They may underestimate the effective 
demand still remaining today, but their caution cannot be dismissed lightly. 
Moreover, as we all know, nowhere /1as inflation been greater than in the housing 
area. This has been due in large measure to excessively easy credit a majority 
of the time. During the period from 1946 through 1957, the Boeckh index of 
residential construction costs rose 71 percent, as compared with a rise of 44 
percent in the Bureau of Labor Statistics’ Consumers Price Index and 50 
percent in the “Wholesale rice Index.” We believe there is a real danger that 
a flood at this time of very easy home mortgage credit triggered by unrealistic 
terms may ultimately create more problems than it solves. We therefore urge 
oe great care should be taken in selecting the measures employed to stimulate 

ousing. 

You have before you proposals to extend the VA home loan guarantee program. 
As is evident from the $10 billion of VA loans made by life insurance companies, 
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we have felt that the program efficiently served a most desirable purpose in 
aiding the veteran to purchase a home and to make a favorable transition to 
civilian life. A year ago, however, we agreed with the implied congressional 
decision that the VA program had been available to veterans for a sufficiently 
long period and that it should be terminated. It was our thought at that time 
that a permanent solution should embody one program of Government insurance 
of low downpayment, extended amortization period loans under FHA and avyail- 
able to all citizens including veterans. We still believe that this is an equitable 
and practical permanent solution, and we have been greatly encouraged in recent 
months to note how well the FHA program is meeting the need. Until recently 
the program’s potential has been beyond reach due to slow processing of the 
increasing flow of applications for insurance. Through prompt hiring of fee 
appraisers and other measures, and more significantly through the introduction 
of the certified agency program, which is explained in the attached Federal 
Housing Administration release, the FHA has already substantially accelerated 
the processing of applications for insurance. We believe, therefore, that the 
permanent solution to administration of Government-insured mortgage credit 
lies in a consolidation under FHA. 

If, however, Congress should decide that as an emergency measure, the VA 
guarantee program should be extended, we urge that the VA interest rate be 
restored to a competitive basis. Capital funds have become less and less avail- 
able for VA mortgage financing in the past year and one-half because the 4% 
percent interest rate on these mortgages has not been competitive with the return 
available on other investments. Despite the decline which has occurred since 
last autumn in the investment yields on corporate bonds and uninsured mort- 
gages, the net rate of return on such investments still greatly exceeds the net 
return to investors on VA mortgages. The following figures are illustrative of 
the problem. Assuming a VA mortgage is purchased at par, the net return to 
life insurance companies after all costs is about 3.75 percent. It is true that 
discounts are permitted on VA mortages, but life insurance companies have been 
unwilling as a general rule to purchase VA mortgages at the substantial dis- 
counts required to make the yield competitive with other investment outlets 
since their function is not generally well understood. Compared with a net yield 
of 3.75 percent on VA mortgages (or possibly slightly higher if a moderate dis- 
count is included), the life insurance companies are still able to invest their 
funds in conventional mortgages and in industrial loans on a net yield basis 
of about 5 percent. This is the reason why even today the FHA mortgages at 
5% percent are still not selling at par. Their net yield, which tends to be in- 
creasingly competitive, is currently about 4.60 after costs. 

Life insurance companies (and indeed mutual savings banks, savings and loan 
associations, and other mortgage lending institutions) are in a sense managers 
of the savings of over 100 million policyholders ; most of them people of moderate 
means. In this managerial function they have the responsibility to invest these 
funds at the best return available consistent with safety. If VA mortgages 
are to receive a normal flow of funds from mortgage lending institutions, the 
return available must be competitive. 

At the present time capital funds are beginning to flow freely into FHA mort- 
gages because as interest rates generally soften, the FHA rate of 514 pervent 
becomes more competitive. As already noted, however, the VA rate is still far 
below the level required to attract an appreciable flow of funds. In view of 
current developments in the capital makets generally, and in the mortgage mar- 
ket particularly, if the VA rate were raised at the present time to a level com- 
mensurate with the FHA rate the flow of investment funds into VA mortgages 
would automatically increase substantially. The same expansion in the avail- 
ability of funds which has been so apparent in recent weeks in the FHA market 
would spread promptly to the VA market if the rate were raised to a competitive 
position. 

The experience of the VA mortgage market in 1953 and 1954 clearly shows 
what can be accomplished by the introduction of a competition interest rate. 
It will be recalled that late in 1952 and in the first several months of 1953 there 
developed a shortage of VA mrotgage credit. The reason was similar to today; 
namely, the VA interest rate at 4 percent was not competitive with the invest- 
ment return aavilable on bonds and uninsured mortgages. Late in the spring of 
1958, however, the VA rate was raised to 4% percent and discounts reflecting 
minor market adjustments were permitted. At the same time there developed a 
sharp decline in other interest rates as the national economy went into a mod- 
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erate recession and the Federal Reserve shifted to a policy of credit ease, 
Almost overnight the VA mortgage became highly competitive and the response 
was dramatic. 

As is shown in table I attached, the total of VA mortgage advance commitments 
outstanding with life insurance companies rose sharply from $85.9 million in 
June 1953, to $230.5 million by the end of December 1953, and to $826.6 million 
by the end of November 1954. These figures have been obtained from life insur- 
ance companies holding about two-thirds of the assets of the business. They 
do not, therefore, measure the full magnitude of the response. Table 2 shows 
an even more sensitive measurement of the great increase of life company VA 
commitments in response to a competitive rate. Here it will be noted that new 
commitments to make VA mortgage loans rose abruptly from $13.2 million in 
May 1953, to $71.6 million in December 1953, and thence to $233.3 million in 
August 1954, Charts 1 to 3 show the same sharp rise of VA commitments after 
mid-1953. We do not have commitment figures available for other mortgage 
investment institutions, but it is generally agreed that their VA commitments 
paralleled the movement of life insurance company VA commitments from mid- 
1953 through 1954. 

Accordingly, if the VA interest rate were restored to a competitive position a 
prompt and vigorous flow of funds into VA mortgages could be expected in the 
next several months. This would be the proper way to bring about a resurgence 
of VA mortgage lending because it would come within the framework of market 
forces. The only way to make VA mortgage credit available at the 414-percent 
rate is to provide for a huge increase in the purchases of VA mortgages by FNMA. 
This would be necessary to support the VA interest rate at the below-the-market 
level of 4% percent. We believe that mass purchasing by FNMA is not sound 
and is not in the best interest of a healthy and stable economy. In order to 
raise the funds necessary to finance FNMA purchases, the U.S. Treasury would 
be required to sell its securities in the market. Under present coaditions it is 
certain that the Treasury securities would be primarly short term and would 
be sold mainly to commercial banks. Thus, the VA rate of 4% percent. would 
be artificially supported by an inflation of the money supply in large amounts. 
We believe that it is patently unsound to subject the housing market (and even- 
tually the economy as a whole) to another dose of inflation on top of the already 
disproportionate rise in living costs it has experienced. 

Moreover, expansion of FNMA purchases calling for Treasury financing 
in large amounts to provide the needed funds also creates another important 
difficulty. The Congress has just been forced to increase the Federal debt limit 
by $5 billion. As has been evident, the Treasury has experienced great difficulty 
in recent months in operating under the former ceiling. During the balance of 
this calendar year, as the result of a sizable cash deficit, it is expected that the 
Treasury’s borrowing needs will again make it very hard to stay under the 
new and increased limit. It is reasonable therefore to expect that an additional 
substantial volume of Treasury borrowing to finance FNMA would necessitate 
a further increase in the Federal debt ceiling before the yearend. This could 
be avoided by raising the VA rate to a competitive level. The sound approach is 
rd adopt a competitive rate for VA mortgages and to rely on the flow of private 

nds. 

Finally, your committee also has for consideration an extension of the VA 
direct loan program. Here again the basic problem is that the 414-percent rate 
on VA direct loans is artificially below the competitive rates on other invest- 
ments. If the VA interest rate were raised in line with the FHA rate, the 
Voluntary Home Mortgage Credit Program has demonstrated it can do a com- 
pletely successful job of making VA and FHA credit freely available in remote 
areas and in small towns. Operating for the past 3 years, most of the time 
under the handicap of a VA rate far below the market, private lending institu- 
tions under VHMCP have made over $280 million of VA and FHA loans. The 
total volume would have greatly exceeded this amount if the VA rate had been 
competitive. We believe that VHMCP can do the job of meeting the needs of 
small towns and remote areas if it is allowed to function within the framework 
of market forces. In this way, the apparent need for direct Government lending 
would be eliminated. 
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TABLE 1.—Outstanding commitments of life insurance companies 


September. 


Note.—Components may not add to totals due to rounding. 


1952—Septem ber. 


VA guar- Conven- 
anteed t 
i 
| 
| 
| 
5 
8 5 
2 
9 7 
d 
0 
3 
| 5 0 
1 6 
| 2 
i 
4 
| 


32 VETERANS HOUSING IN RURAL AREAS 


TABLE 2—New commitments of life insurance companies 


{Millions of dollars] 
Nonfarm residential mortgages 
Total FHA VA guar- Conven- 
insured anteed tional 
$140. 1 $38. 1 $16.4 $85.6 
160. 2 48.1 15.1 97.0 
135.9 37.6 11.6 86.7 
189. 6 69.0 21.4 09.3 
116.7 33.0 11.7 71.9 
138.7 36.6 11.0 91.1 
188.7 55.9 16.8 116.1 
171.9 36.6 18.4 116.9 
164.8 38. 6 13.2 112.9 
210. 6 42.9 15.9 151.8 
148.1 35.1 23.6 89.4 
150. 2 33.0 30.8 86.4 
180.3 37.4 50. 6 92.3 
193. 7 41.6 64.9 87.3 
243. 6 61.3 88.5 93.9 
207.1 42.5 71.6 93.1 
161.9 36.1 45.5 80.3 
221.2 50.0 63.3 107.9 
300. 1 55.3 121.8 123.1 
262. 7 40.9 115.4 106.3 
274.4 50.7 123.9 99.9 
323.1 51.1 142.6 129.5 
300. 7 37.5 148.3 114.9 
416.9 47.9 233.3 135.7 
332.7 38. 7 199. 2 94.8 
343.9 54.4 159.3 130. 2 
398. 6 62.6 193.2 142.8 
204. 6 59.0 125.5 110.2 
270.0 50.6 123.4 96.0 
247.5 51.6 89.9 106.0 
299. 0 59.3 100.7 138.9 
262. 3 48.6 92. 2 121.4 
298. 3 57.0 88. 2 153. 1 
259. 5 57.1 83.8 118.7 
229.3 52.3 70.3 106.7 
260. 2 51.2 92. 4 116.6 
238. 9 49.9 77.8 111.2 
241.4 51.5 74.0 116.0 
279.5 79.8 78.1 121.6 
216.8 43.0 66.6 107. 2 
244.1 43.7 80.8 119.6 
235. 4 34.0 84.4 117.0 
254. 2 43.2 78.9 132.1 
253. 3 36.0 73.1 144.2 
280. 6 37.1 74.8 168.7 
240.8 35.0 55.6 150. 1 
211.2 31.4 55.4 124. 4 
194.6 28.7 51.5 114.4 
163.0 24.7 42.1 96. 2 
210.5 28.3 58.7 123.6 
168.4 22.1 47.4 98.9 
165. 4 18.1 34.0 113.3 


Here’s How tHe FHA’s Cerririep AGENCY PROGRAM WoRKS 


FHA’s certified agency program is a dynamic new approach to the problems 
of home financing in small towns and rural areas. At the present time this is 
an experimental program in operation in seven selected areas of the United 


States chosen for varying geographic and economic conditions. These areas 
are— 


Eastern New York: FHA’s Albany insuring office area. 

Eastern Pennsylvania: FHA’s Philadelphia insuring office area. 

North Carolina: FHA’s Greensboro insuring office area. 

Central and downstate Illinois: FHA’s Springfield insuring office area. 
Upper Peninsula of Michigan: Grand Rapids insuring office area. 
Kansas: FHA’s Topeka insuring office area. 

Arizona : FHA’s Phoenix insuring office area. 


Towns of less than 15,000 population (according to the 1950 census) in these 
areas are eligible to participate in the program if the District Director feels 


they 
0 
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they would benefit by it. During a 1-year period while the program is being 
peace | it will be restricted to these areas. After that it will probably be 
expan 

Under this program, processing functions preparatory to FHA’s insurance en- 
dorsement, which in the past have been performed in the FHA Office, will be 
carried out by local lending institutions using appraisers and inspectors em- 
ployed on a fee basis. Qualified lending institutions which are FHA approved 
mortgagees will be designated as authorized agents of the Federal Housing 
Commissioner upon application to and approval by the local FHA insuring of- 
fice. Lenders not presently approved mortgagees may make application to their 
local FHA office to become one. Fee appraisers and inspectors will need to be 
certified by the local office. 

As an authorized agent the lending institution will be empowered to accept 
applications for insured mortgage loans eligible under section 203 of the Na- 
tional Housing Act. The agent will arrange for an appraiser, designated by the 
FHA, to appraise the property and the agent will perform the credit analysis. 
It will be part of the appraisers function to see that plans and specifications for 
proposed construction comply with objectives of the FHA minimum property 
standards. After the agent reviews the credit of the borrower and the appraisal 
report, he will issue a commitment for a loan in accordance with limitations 
imposed by the National Housing Act and the pertinent regulations. 

On proposed construction cases, the agent will arrange for periodic inspec- 
tions to be made during construction. He will use a fee inspector qualified by 
the FHA for this work. | 

When construction is completed and the loan closed, the agent will complete 
the closing functions and forward all documents to the FHA insuring office for 
insurance endorsement. 

From the description, it is seen that the entire transaction has been completed 
at the home town level. All personnel involved have been qualified by the FHA 
and will be acting in line with established FHA standards. On the other hand, 
they are afforded sufficient flexibility to enable them to use their own judgment 
in applying the criteria to reflect local conditions. Delays in processing are 
minimized by this system and maximum value is derived from standards applied 
in accordance with sound judgment. 

The National Housing Act gives the Federal Housing Administration the re- 
sponsibility of improving American housing standards. Through the certified 
agency program the FHA will help qualified citizens assist other members of 
their community obtain the homes of their choice. 


WasuHineron, D.C., January 27, 1959. 
Hon. OLiIn E. TEAGUE, 
Chairman, House Committee on Veterans’ Affairs, 
House Office Building, Washington, D.C.: 

We understand that your committee has under executive consideration legis- 
lation relating to the veterans’ direct loan program. We have in the past de- 
veloped at length before your committee the position of our two associations 
with respect to this program. Most recently Messrs. Camp, Vieser, and Oleary 
appeared on March 17, 1958, and presented our position in detail. An extra 
copy of their statement is being mailed to you today. 

This statement preesnted our feeling that if the VA interest rate were re- 
stored to a competitive position, a prompt flow of funds into VA mortgages 
could be expected. With a competitive rate the Voluntary Home Mortgage Credit 
Program could fulfill its intended purpose of making credit available to vet- 
erans in remote areas and small towns thus eliminating the apparent need 
for direct Government lending. 

We will appreciate your consideration of these views. 

CLARIS ADAMS, 
American Life Convention. 
PuGENE M. THoRE, 
Life Insurance Association of America. 


The Cuarrman. Why don’t you cover all the veterans’ groups? 

Mr. Meapows. The American Legion has two statements. One is 
by a gentleman that is chairman of their housing subcommittee, a 

r. Sylvan King, and then they have an official statement of the 
organization. 


i 
a 
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So both ef those should go in the record, Mr. Chairman. Their 
position is that they advocate a rate increase. They say that the rate 
is not competitive at the present time, that the interest rate should 
be increased. They want the Administrator of Veterans’ Affairs to 
have the right to adjust the rate. They support the direct loan 

(The document referred to follows :) 


STATEMENT OF SYLVAN KiNG, CHAIRMAN OF THE SUBCOMMITTEE ON HOUSING or 
THE NATIONAL ECONOMIC COMMISSION OF THE AMERICAN LEGION 


Mr. Chairman and members of the committee, my name is Sylvan King, and 
I am chairman of the subcommittee on housing of the national economic com- 
mission of the American Legion. 

I should like to submit to the committee the views of the American Legion 
with respect to the various measures before you, relative to the home loan 
program administered by the Administrator of Veterans’ Affairs. 

As this committee well knows, the American Legion for more than a decade 
past has been most zealous in its guardianship and support of this great pro- 
gram which has been so helpful to millions of veterans of World War II and 
of the Korean conflict. Today, we find again, that the economic setting in 
which this program must operate, will prove disastrous to the success of the 
program during the coming year, unless proper provision is made at once to 
fit into that setting. 

I propose to direct my testimony primarily to the enactment of legislation 
which will correct the current drying up of GI mortgage funds and insure 
an adequate supply of funds for loans to veterans. Specifically, I refer to 
the regulation of the interest rate on GI loans, since we believe that it is the 
Key to the solution of the problem. 

Section 2(a) of H.R. 2256, which you have under consideration, would elemi- 
nate the one-half percent differential between the VA and FHA interest rate. 
While we believe that this is & step in the right direction, it.does not, in our 
opinion, go far enough. The American Legion advocates that appropriate legis- 
lation be enacted by the Congress to provide the Administrator of Veterans’ Af- 
fairs with the same authority to regulate the interest rate on GI loans as the Fed- 
eral Housing Commissioner now exercises on FHA housing loans. At this point, 
I would like to have inserted in the record the attached Resolution No. 126, 
unanimously adopted at the 1958 National Convention of the American Legion, 
which states our position on this matter. 

We submit that our proposal is necessary to keep the GI loan in a competitive 
relationsuip with other types of capital investments as changes occur in the 
money market. Our proposal would eliminate the mandatory one-half percent 
differential between the VA and the FHA interest rate and in addition would 
remove the present statutory 45%, maximum interest rate on GI loans. In advo- 
cating the removal of the present ceiling of 4% percent interest rate, I do not 
want to create the impression that the American Legion opposes the control of 
interest rates on GI loans which should be kept within realistic limits. 

We recognize that there have been periods during the loan guaranty program 
when there was a large volume of GI loan activity under the maximum interest 
rates prescribed by the Congress. These were periods in which the GI loan in- 
terest rate was sufficiently competitive with alternate types of investments to 
attract an ample supply of private capital for GI loans. However, in periods of 

. tight money, such as we are now experiencing, greater flexibility is needed in 

adjusting the interest rate on GI loans to assure a continued flow of private 
capital. 

A look at the comparative volume of FHA and GI loan activity in recent years 
will serve to illustrate the problem with which we of the American Legion are 
concerned. During that period, May 1953 through November 1956, the maxi- 
mum statutory interest rate on GI home loans was 414 percent, and the interest 
rate on FHA, section 203, home loans, was also 4% percent. During this period, 
the 444-percent interest rate on VA and FHA loans was generally competitive 
with other types of investments and a substantial volume of FHA and VA home- 
loan activity resulted. However, during the latter part of 1956 the mortgage- 
money market started to tighten, and the FHA Commissioner apparently found 
it necessary to raise the interest rate on FHA home loans from 4% to 5 percent, 
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while the statutory 414-percent interest rate on GI loans remained in effect. 
Again on August 4, 1957, the FHA Commissioner raised the interest rate on 
FHA home loans from 5 to 54% percent to meet changing conditions in the money 
market, but the 4%4-percent ceiling interest rate on GI loans could not be in- 
creased. It was not until April 1958 that authority was given to the Adminis- 
trator of Veterans’ Affairs to raise the GI loan interest rate to 4% percent. 

The drastic effect of the interest rate differential on FHA and VA ioans is 
graphically illustrated below : 


Average monthly rate of— 


VA appraisal | FHA see, 203 
requests applications 


May 1958 through November 1956. 
December 1956 through July 1957 
August 1957 through March 1958 
April 1958 through December 1958 


During the period from May 1953 through November 1956, when the interest 
rates on GI and FHA loans were identical, there was a healthy monthly volume 
of activity in both programs, with the monthly rate on VA appraisals exceeding 
the comparable monthly rate on FHA section 203 loan applications by more than 
50 percent. 

However, during the succeeding 8-month period, December 1956 through July 
1957, when the rate on FHA loans had been increased to 5 percent and the VA 
rate was still limited to 414 percent, the monthly volume of VA appraisal activity 
dropped nearly 60 percent while the monthly rate of FHA applications dropped 
only a little over 20 percent. 

During the next 8 months, when there was a three-fourths of 1 percent interest 
rate differential between GI and FHA loans, the monthly volume of V4. appraisal 
activity again dropped more than 60 percent while the monthly volume of FHA 
applications rose by 35 percent. During the most recent 9 months, when there 
was a one-half of 1 percent differential between the VA and FHA interest rates, 
the monthly volume of VA appraisals was less than one-half the monthly volume 
of FHA applications. 

It should be noted, of course, that the increase in volume of VA appraisals 
and FHA applications during the last 9 months was due, in large measure, to 
the FNMA special assistance fund for purchasing FHA and VA mortgages in the 
secondary market. This fund was entirely committed by mid-September 1958, 
with a resulting decline in VA appraisal activity in each succeeding month to a 
level of only 21,000 in December 1958. In many sections of the country GI loan 
money is not available, for the obvious reason that the mortgagee would rather 
get 54% from the FHA than 4% from the VA. It is wishful thinking to expect 
an adequate flow of GI funds so long as lenders are faced with this choice. You 
must expect, instead, that the GI loan volume will continue to recede rapidly 
until something positive is done to place the interest rate on a realistic basis. 

This, we believe, can best be accomplished by abolishing the differential be- 
tween FHA and VA interest rates, and by permitting the Administrator of Vet- 
erans’ Affairs to increase or decrease the GI interest rate to meet changing condi- 
tions as they occur under similar authority now given to the FHA Commissioner, 
with a comparable statutory maximum rate for both programs. 

In closing, we respectfully submit that if the American Legion’s plan were 
enacted into law, the following three benefits to veterans would result : 

1. They would still retain a minimum of one-half of 1 percent advantage over 
FHA loans; 

2. The already more-favored investment featuics of GI loans should enable 
the Administrator of Veterans’ Affairs to maintain such loans, a great deal of 
oan time at least, at lower interest rates than those currently in effect with the 

A; 

8. Veterans should again find their eligibility certificates once more of real 
mig value in gaining many of the intangible “fine print” benefits of a GI 
oan. 


Interest rate 
| 
loans 
Percent | Percent 
4 5 28, 400 32, 550 
4 5 34, 775 78, 040 
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RESOLUTION NO. 126 OF THE 1958 NATIONAL CONVENTION OF THE AMERICAN LEGION 
HELD IN CHICAGO, ILL., SEPTEMBER 1—4, 1958 


Subject : Servicemen’s Readjustment Act of 1944, as amended. 


Whereas the American Legion was the moving force behind the creation of the 
GI loan program and is primarily interested in making certain that the program 
functions effectively for the benefit of veterans ; and 

Whereas the loan guarantee program can operate effectively only through the 
cooperation of private lenders, supplemen.ed by the direct loan program for 
remote areas; and 

Whereas, as recognized by the American Legion last year, in order to create an 
even flow of mortgage funds to the GI loan program the interest rate on GI loans 
must be competitive with the rates on comparable investments : and 

Whereas presently the GI interest rate maximum is 4% percent with the 
further requirement that the rate be at least one-half of 1 percent less than the 
FHA rate; and 

Whereas the legislation adopted by the 85th Congress continues the discrimi- 
nation of previous legislation against the Veterans’ Administration program as 
contrasted to the FHA program for nonveterans, in terms of adjustability of 
interest rates ; and 

Whereas the last 6 months have proven conclusively that the money market 
can move very rapidly in either direction, which vindicates the previous stand of 
the American Legion that the VA Administrator should have the same authority 


to regulate interest rates that the FHA Commissioner now exercises: Now, | 


therefore, be it 

Resolved by the American Legion wn national convention assembled in Chicago, 
Iu., September 1-4, 1958, That the mandates of the Atlantic City convention of 
1957 be reaffirmed, to wit: That appropriate legislation be enacted by the Con- 
gress to provide the Administrator of Veterans’ Affairs with the same authority 
to regulate interest rates on GI loans as FHA Commissioner now exercises over 

FHA loans, with authority within realistic limits to increase or decrease rates to 
meet changing conditions as they occur, in order to assure the continued flow of 
GI loans under private auspices ; and be it further 

Resolved, That said legislation remove the discriminatory requirements of 
one-half of 1 percent spread between the FHA and GI loan rates. 

The Cuarman. For the sake of the new members tell them what 
happened in the Legion the last time we had this round over interest 
rates. 

_ Mr. Meapows. That would be 2 years ago, Mr. Chairman, the last 
time that the committee considered this question. The erican 
Legon convention has a committee called American Legion Economic 
Commission. The convention has empowered the American Legion 
Economic Commission to make policy on this. 

So the American Legion Economic Commission made the policy 
which was enunciated here before the committee that interest rates 
should be increased. This happened to be about this time of year 
when they have the National Rehabilitation Conference down here in 
which about a thousand State service officers, State adjutants, and 
State commanders come for a week’s conference. 

That conference took this matter up on the floor and voted its ex- 
pression of the opinion that they opposed the stand of the economic 
commission so we had in effect a policymaking body saying one thing 
and something that might be referred to as representing the member- 
ship taking another view. 

_ The Cuamman. I think there is no question that your policymak- 
ing group was dominated or at least led by the builders. 

Mr, Mzapows. I believe the committee at that time was made up 
of two builders and three lenders. 


_ Mr. Anarr. The official position of the Legion is in favor of an 
interest increase? 
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Mr. Mzavows. That is correct. They passed a resolution in their 
convention and that is carried forward by the statement. _The reso- 
lution calls for an increase in interest which from their view would 


make VA loans competitive. 
Mrs. Rogers. May I ask a question there ? 


The Cuatrman. Mrs. Rogers. ‘ 
Mrs. Rogers. The Administrator can go up or down with the in- 


terest rate if it seems advisable ? ; 

Mr. Mxrapows. He cannot presently. The proposal is that a ceil- 
ing be set and that he be permitted to regulate the rate under some 
ceiling. We hear the recommendation that VA be made the same as 


FHA. 
If that were done the interest ceiling would be 6 percent and then 


the Administrator of Veterans’ Affairs could regulate the interest rate 
anywhere he saw fit below 6 percent. 
he Curran. Veterans of Foreign Wars? 
Mr. Mxapows. They don’t have a statement. They said they would 
send one. I notice in their resolution that they oppose raising interest 


rates. 
The Cuarrman. That was their position last year? 
Mr. Mzapows. They have adopted the same resolution at their con- 


vention at this time. 
(Document referred to follows :) 


STATEMENT OF Francis W. Stover, ASSISTANT DrrucToR, NATIONAL LEGISLATIVE 
SERVICE, VETERANS OF ForEIGN WARS OF THE UNITED STATES, WITH RESPECT TO 
Various Brits RELATING TO THE VETERANS’ Direct LOAN PROGRAM, JANUARY 
28, 1959 
Mr. Chairman and members of the committee, I deeply appreciate this oppor- 

tunity to express the national viewpoint of the Veterans of Foreign Wars with 

respect to the legislation under consideration today. 

The legislative objectives of the Veterans of Foreign Wars are controlled in 
the main by resolutions adopted at our most recent annual national convention. 
At our 59th annual convention which was.held in New York City last August, 
two mandates were approved which are pertinent to the several bills under 
consideration today. They are as follows: 

1. “The Veterans of Foreign Wars of the United States vigorously opposes 
any = gp ers to increase the present interest rate on GI loans” (Res. 11, 
par. D). 

2. “Expansion of the Veterans’ Administration direct-loan program in all 
areas where private funds for guaranteed loans are not adequate or totally un- 
available regardless of geographical location” (Res. 11, par. E). 

Very briefly, the Veterans of Foreign Wars has always been a strong advo- 
cate and supporter of the direct-loan program since its inception. Since we 
represent veterans our primary purpose and interest is to present the views of 
the home purchaser and owner. Wecause of many factors and reasons, there 
has been a lack of mortgage money available for veterans living in many areas, 
especially small towns and rural regions. At this time there is a considerable 
backlog of applicants for direct home loans but the funds made available by the 
85th Congress have been exhausted and the direct loan program has come to 
a complete halt, 

In keeping with the longstanding position with respec: to this program 
the VF'W, therefore, overwhelmingly endorses the proposal that an additional 
$150 million should be provided for this program as soon as possible. It is 
understood this money will be used for those veterans who have already applied 
for a direct loan but have been denied because of lack of funds. 

The interest rate permitted on both the direct- and guaranteed-loan programs 
administered by the Veterans’ Administration has perennially been the subject 
of considerable debate by both branches of the Congress. For this reason, your 
attention is directed to the strong VF'W mandate vigorously opposing any in- 
crease in the present interest rate. Over the years many spokesmen have pre- 
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dicted dire results for the entire Veterans’ Administration loan program and 
from time to time various spokesmen have urged that the interest rate should be 
increased in line with FHA and conventional loan interest rates. 

Without going into all the details, one fact alone tends to disprove all the 
gloomy views which have been expressed concerning the interest rate on GI loans, 
As of November 30, 1958, the total of loans guaranteed by the Veterans’ Ad- 
ministration had exceeded $5,500,000. We of the VFW feel that this single statis- 
tic is substantial evidence of the success of the GI loan program notwithstanding 
the so-called low interest rate. 

In conclusion, the VFW favors the providing of additional funds to be used 
as soon as possible to take care of the backlog of direct home loan applications 
and is opposed to any increase in the present interest rate on either direct or 
guaranteed Veterans’ Administration loans. 

Again, I thank you for this opportunity to express the views of the Veterans 
of Foreign Wars concerning this legislation. 


The CuarrMan. One labor organization asked to file a statement. 
Mr. Meavows. The AFL-CIO asked to file a statement. It is not 
here. Their legislative representative said their statement would say 
they are for direct loans and they are opposed to interest rate increase, 
(Document referred to follows :) 
AMERICAN FEDERATION OF LABOR AND 


CONGRESS OF INDUSTRIAL ORGANIZATIONS, 
Washington, D.C., January 27, 1959. 


Hon. BE. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D.C. 


Dear CHAIRMAN TEAGUE: We are glad te have this opportunity to present to 
your committee the views of the AFL-CIO expressing labor’s support for an 
effective and much needed veterans’ housing program. 

1. We favor extension of housing loans to peacetime veterans, preferably with- 
out the guarantee fee feature of certajn bills now under consideration. In any 
case these housing loans should be made available to peacetime veterans. 

2. The interest rate of GI loans should be kept low, in order that it may be a 
real benefit for the participating veterans. 

3. FNMA needs more money in order that it may bring the GI loans at the 
4% percent interest rate provided by law. If FNMA had more funds last 
year over 250,000 more units would have been provided under GI lons. 

4. FNMA needs more money under the Emergency Housing Act of 1957 for 
mortgages of $13,500 and under. A total of at least $1 billion is needed in 
order that this vital housing activity may continue. 

5. The direct-loan program providing for the GI lean, has run out of funds 
although it pertains only to rural areas, even so, 50,000 are on the waiting list. 
More money is needed now. The program of direct loans should be extended 
beyond its present narrow confines. 

We thank you for this opportunity to present our views upon the vital question. 

Sincerely yours, 
Boris SHISHKIN, 
Secretary, Housing Committee, AFL-CIO. 


Mr. Mreapows. The mortgage bankers have a statement here which 
opposes the direct-loan program and advocates a rate increase. 
(The document referred to follows :) 


JANUARY 27, 1959. 
Hon. E. 
Chairman, Veterans’ Affairs Committee, House of Representatives, 
Washington, D.C. 


Dear Mr. Teacue: I wish to thank you for the opportunity to submit this brief 
statement on behalf of the Mortgage Bankers Association of America in con- 
nection with the hearings which your committee will hold on January 28 on 
H.R. 2256 and other similar bills. 

You will, of course, recall that last year at the hearings which were held by 
your committee on March 13, 1958, Mr. William C. Weaver, Mr. Robert Tharpe, 
and myself appeared on behalf of the association. Our testimony will be found 
in the printed hearings of the committee beginning at page 2533. 
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On behalf of the association, I would like again to urge the committee, as 
we did last year, to remove the present ceiling of 434 percent as the maximum 
interest rate on loans guaranteed under the Servicemens’ Readjustment Act of 
1944, as amended. I believe the experience of the last 12 months has demon- 
strated that it is to the best interests of veterans who need home loans for the 
rate of interest carried on VA home loans to be a market rate of interest, which 
the present rate is not. 

While it continues to be the policy of this association that the only entirely 
satisfactory solution to this problem is to permit the rate on VA loans to be 
determined by the market, at the very least we urge your committee to give to 
the Administrator of Veterans’ Affairs the same authority that the Commissioner 
of the Federal Housing Administration now has with reference to loans that 
are insured by the FHA. We would thus support the purpose of the provision 
in H.R. 2256 which removes the requirement that the VA rate not be more than 
one-half of 1 percent lower than the FHA rate, but we would recommend that this 
provision be expanded as noted. 

We would also support the provision in H.R. 2256 that authorizes mortgagees 
who are FHA Certified agents to make VA loans without prior approval. 

Finally, it is well known to you that the association has consistently taken 
the position that if the rates on VA loans were marketable rates it would be 
unnecessary to further deplete the Federal Treasury by authorizing additional 
moneys for direct loans to veterans. We, therefore, would recommend against 
the provisions of H.R. 2256 which would appropriate additional funds for this 
purpose. 

It is my understanding that the committee is not discussing the. provisions 
of H.R. 2257, which authorizes a new VA home loan program. 

I would appreciate it if you would cause this letter to be filed with the records 
of the committee and to be included in the printed hearings of the committee. 

Sincerely yours, 
SAMUEL E. NEEL, 
General Counsel, Mortgage Bankers Association of America. 


Mr. Meavows. The National Association of Real Estate Boards is 
sending a statement which also has not arrived but they told me yes- 
terday that the statement will say that they advocate increases in 
interest. rates and oppose the direct loan program. 

(Document referred to follows :) 


STATEMENT OF RopeErRT A. HOLLowAy, CHATRMAN, REALTORS’ WASHINGTON Com- 
MITTEE OF THE NATIONAL ASSOCIATION OF REAL EstTATeE BOARDS, REGARDING 
H.R. 2256 


Mr. Chairman and members of the committee, I am Robert A. Holloway from 
Baton Rouge, La. I have been engaged in the real estate brokerage and home 
building business for approximately 12 years in Baton Rouge. This statement is 
respectfully submitted to you in my capacity as Chairman of the Realtors’ Wash- 
ing Committee of the National Association of Real Estate Boards. Our associa- 
tion is a federation of 1,310 local real estate boards with a membership of ap- 
proximately 63,500 realtors throughout the United States. 

We welcome this opptrounity to submit our views on Hi. R. 2256 now under 
consideration by the committee. 


EFFECTIVE INTEREST RATES 


Our association heartily endorses that portion of the bill which would re- 
move the differential between the VA and FHA interest rates. We feel very 
strongly that any attempt to prevent a veteran home buyer from offering a. real- 
istic interest rate for his home purchase money, however well intentioned, does 
a disservice to that veteran. We therefore recommend the adoption by the 
committee of an amendment which we understand is under consideration which 
would give the Administrator of Veterans’ Affairs the same power of flexibility 
to adjust VA loans up and down under a 6 percent ceiling as the FHA Commis- 
sioner has had for 25 years. 

Members of the committee will recall that one of the main deterrents to the 
workability of the VA program has been the fact that its interest rates have 
always been frozen. When these interest rates were frozen too high, a distor- 
tion was created in the market whereby the borrowers and procurers of bor- 
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rowers were paid premiums by lenders for the placement of VA guaranteed 
loans. In the present period where the rate has been frozen too low the shoe 
is on the other foot. Purchase money for veteran home buyers has flowed only 
in a trickle and then only at a discount high enough to bring the price paid for 
the use of these savings somewhat in line with realistic rates charged in the 
current market. . 


BETTER SERVICE BY USE OF FHA CERTIFIED AGENTS 


We endorse enthusiastically that portion of the bill which would make FHA 
certified agents eligible to process VA loans. 


PROTECTION OF DEPOSITS AND DOWNPAYMENTS OF VETERAN HOME BUYERS 


We also support the objective sought by the provisions of the bill to protect vet- 
eran purchasers from losing their earnest money deposits and downpayments. 
This section would require that these deposits and downpayments would have 
to be placed in a special trust account in order to safeguard these funds from 
the claims of the creditors of the seller. The objective is in line with article 8 
of the code of ethics of the National Association of Real Estate Boards. The 
subcommittee staff has requested some data on this phase of the bill and a 
separate memorandum on that subject is being submitted to the committee. 


FHA BLACK LIST 


We also favor the provisions of H.R. 2256 which would permit VA to refuse 
to honor applications for appraisal, guaranty or insurance of loans when such 
are submitted by persons or firms on the FHA blacklist. 


DIRECTS GOVERN MENT LENDING DELAYS SOLUTION OF HOME FINANCING PROBLEMS 


We strongly recommend to the committee the discontinuance of the VA direct 
lending program. 

The fundamental reason for this recommendation is that after giving this mat- 
ter long and serious consideration we believe that a further. extension of the 
direct lending of funds which the Treasury has to borrow will slow down and 
weaken the tremendous progress being made in channeling private savings into 
home loans in small towns and remote communities of our country. 

We respectfully suggest to the committee that you most carefully consider the 
combination of earnest and effective efforts and programs building up and fo- 
cusing on improving home financing services in these areas for veterans and 
other families. The programs to which we refer are the certified agents program 
of the Federal Housing Administration, the voluntary home mortgage credit 
program and, we hope, an effective VA interest rate. 


EFFECTIVE VA INTEREST BASE 


We earnestly recommend that the committee establish power in the Adminis- 
trator of Veterans’ Affairs to adjust interest rates on VA guaranteed loans under 
a 6-percent ceiling in the same manner as FHA has done for 25 years. There 
has never been any abuse of this power by the Commissioner of the Federal 
Housing Administration, and we have the same confidence that no abuse would 
follow under the Administrator of Veterans’ Affairs. Certainly this committee 
is aware of the rapidly changing money market. We most earnestly suggest 
that you permit the VA home loan guaranty program to become more than a 
“paper” program by granting this authority so that the Veterans’ Administra- 
tion can make realistic adjustments as the market changes from time to time. 
In that way private savings in an adequate volume can be made available to 
those veterans who wish to buy their homes under this program. 


FHA SMALL TOWNS PROGRAM 


The FHA has already announced that the very successful certified agents 
program, which it has had in operation for many months in 20 States, will be 
extended to all States except Alaska just as soon as the Congress extends the 
mortgage insuring authorization of the FHA. As the committee is perhaps 
aware, this program cuts nearly all of the “redtape” of which small town lend- 
ers have complained so that the FHA mortgage insurance program can he 
made available to families in remote areas who as a practical matter have been in 
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many cases unable to obtain the FHA service. FHA will extend this service to 
all towns having a population of 20,000 or under according to the 1950 census. 

As the committee may know, under CAP the processing functions preparatory 
to FHA’s insurance endorsement which in the past have been performed in the 
FHA offices are carried out by local lending institutions using local appraisers 
and inspectors employed on a fee basis. All of the agents, appraisers, and in- 
spectors have been certified by FHA before they are eligible to participate in 
this program. The entire transaction is completed at the hometown level. All 
personnel involved have been qualified by the FHA and will be acting in line 
with established FHA standards. At the same time they are afforded sufficient 
flexibility to enable them to use their own judgment in applying the criteria to 
reflect local condiitons. Delays in processing have been minimized and in many 
cases virtually eliminated by using this commonsense approach. 


PLACE’sENT SERVICE FOR PRIVATE SAVINGS 


The Voluntary Home Mortgage Credit Program with which most of the mem- 
bers are familiar is a placement service whereby institutions such as savings 
and loan associations, savings banks, life insurance companies, and others have 
yolunteered to help home buyers in small towns and cities and minority groups in 
even larger communities. There is every indication that this program will be 
extended for at least 1 year and possibly 2 years by the bills now pending 
before the Senate and House Banking and Currency Committees. VHMCP has 
helped provide $330 million of FHA insured and VA guaranteed loans for bor- 
rowers who had previously been under disadvantages in obtaining them. All 
loans are made by private lending institutions with private savings and all the 
usual expenses of processing are borne by the lending institutions. The assist- 
ance of VHMCP is in having their regional offices to refer applications of vet- 
erans and other to these private lending institutions who have already ; ledged 
themselves to participate in the program. . 

As.of January 1, 1959, VHMCP had placed 34,788 loans. Of these, nearly 
6,400 were home loans for families of minority groups. More than 22,000 of these 
loans have been to veterans. If the committee takes the action which we hope 
it will to permit realistic interest rates on VA guaranteed home loans, we be- 
lieve that the VHMCP can do an even more effective job of mobilizing private 
resources to meet the housing needs of veterans in remote areas ara smaller 
communities. We are very sympathetic with the needs of home buyers in these 
communities and have for the 50 years of this association’s existence worked 
for the improvement of these services. We believe with the work that is being 
done throughout the industry and with the assistance of VA, FHA, and VHMCP 
we are well on the way toward solving the problems which have traditionally 
plagued home buyers in these areas. 

To extend the VA direct lending program at this time, we believe, would tend 
to slow down the effectiveness of these efforts and prolong the problems that 
exist in these areas. As a practical matter, a veteran (and his homebuilder or 
realtor) in a small town is in a much better position to convince his local 
banker or local correspondent for a national lender to meet his needs locally 
if the borrower and the lender do not think they have the “out” of turning 
their problems over to the Federal Government. 


NEED FOR SOUND MONEY 


I am sure that this committee is seriously concerned about having a stable 
currency. I note that the Treasury statement for January 22, 1959, shows that 
the Federal Government on that date had a debt of more than $285 billion and 
that this was $11 billion more than the $274 billion plus on the same date in 
1958. As the committee knows, the Secretary of the Treasury is going to have 
to borrow more than $8 billion this year just to pay the interest on this colossal 
debt. This $8 billion represents more than one-tenth of the entire budget of 
the Federal Government. Every increase in this national debt for VA direct 
lending and other such activities adds to the taxes that all families including 
veterans must pay. These burdensome taxes make it difficult to buy the homes 
and other things needed for what we call the American way of life. 

We do most sincerely hope that the committee will give its deepest considera- 
tion to all of these factors and act forthrightly and in the interests of the veterans 
and we believe in the interests of our whole country by allowing this program 


to lapse and taking the practical measure which you are now considering to 
meet the problem through the front door. 


We wish to thank the chairman and the committee for this opportunity to 


present these views of our association. 


Mr. Meapows. The only other statement then, Mr. Chairman, j is 
the statement of the National Association of Home Builders which 
supports the direct loan program and advocates a rate increase. 

(The document refe to follows :) 


STATEMENT OF Cart T. MITNICK, PRESIDENT, NATIONAL ASSOCIATION OF Home 
BUILDERS ; HEARING ON H.R. 2256 AND RELATED BILLS 


The position of the Nationai .s<sociation of Home Builders on the proposed 
legislation contained in L.R. 2258 anc reiated bills is set forth in our testimony 
last year on March 13 on H.R. 11290 and in a letter dated July 22 addressed to 
Chairman Teague in connection with H.R. 13014. 

We submit this statement to stress to the committee what we believe to be more 
important. The GI home loan program cannot continue if the maximum interest 
rate is kept at a level noncompetitive with yields on other investments. 

As homebuilders, we are vitally interested in the flow of credit to the home 
buyers for whom we build. Of course, we would like to see credit available at 
low rates. The lower the interest, the easier it is for people to buy—just as 
there are more people in the market when housing costs are cut by reduction in 
the cost of any constituent item of production. But we believe it far better 
that the program—and veteran buyers—get funds even though the rate be higher, 
than to keep the present fixed ceiling and have no funds for the program. 

GI loans compete with all other types of investment. Whether or not money 
will flow into VA-guaranteed mortgages at any particular time depends on the 
yields on Government, municipal, and corporate bonds; on mortgage loans for 
industrial, commercial properties; on noninsured or guaranteed residential 
loans and even on common stock. 

When the maximum interest rate set by statute is below the yield offered by 
these other outlets for investors’ funds, GI loans can be had only at a discount, 
and when the discount climbs to 5, 6 or, in some cases, 8 or 10 points, builders 
cannot continue to produce homes for veterans. 

This was the situation in 1957. It was partially cured by a one-fourth point 
rise last year accompanied by a temporary slight easing of the money market dur- 
ing which a 4%4-percent rate became marketable. Even more important was con- 
gressional action which made available $1 billion in FNMA special assistance 
funds for the purchase of FHA and VA loans up to $13,500 in principal amount. 
In effect, this “pegged” the GI rate by use of Treasury funds. 

Late in 1958 the price of money suddenly and dramatically started to rise 
again and is still rising. The money markets did a very quick turnaround 
in the past 6 months during most of which time the Congress was not in session. 
For example, short-term interest rates, measured by Treasury bills, tripled 


from 0.881 percent in June 1958 to 2.808 percent in mid-January 1959. Long-term. 


Government bond yields rose from 3.20 percent to 3.84 percent. As the price 
of money rose, the VA 4%4-percent rate quickly became unmarketable except at 
increasing discounts which have now reached the levels of early 1957. 

At the same time, FNMA program 10 was exhausted and the GI loan again 
was left to its own devices in the capital market. 

Today 4% percent simply is not a marketable rate. Unless the GI loan pro- 
gram is to end, there are only two alternatives: (1) To provide the same VA 
statutory limit on GI loans as on FHA’s, i.e., to authorize the VA Administrator 
to vary the maximum rate from time to time in the same manner as the FHA 
has done since that program’s inception or (2) again to provide to FNMA (as in 
the emergency housing bill of 1958) at least $1 billion for purchase of loans un- 
marketable because of an unrealistically restricted interest rate. 

The latter alternative obviously provides only temporary relief. When what- 
ever funds may be provided are again exhausted, the same problem will persist if 
the GI interest rate then remains below marketable levels. But we are forced 
to suggest this alternative to the Congress if the simpler and more effective 
step of permitting adjustment of the interest rate is not taken. 

We, therefore, urge this committee to end the crises which have continually 
recurred in the provision of homes for veterans. We urge that the VA be given 
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statutory authority over GI loan interest rates comparable to that existing in the 
FHA. 

Mr. Meapows. In summary then, the American Legion, The Na- 
tional Association of Home Builders, the National Association of Real 
Estate Boards advocate a rate increase, DAV, VFW, do not, AFL- 
CIO does not. 

The Cuarrman. Any questions ? 

Mr. Grorer. Mr. Chairman, after leaving the office a call came in 
according to a note from Donald E. Martin, an outstanding attorney 
in Kansas City, who used to be prosecuting attorney, says a group of 
home builders were in his office and they are urging an increase in vet- 
erans loan rate. 

I think this young man has an interest in it. Then I have two 
telegrams I would like to present for the record. 

fi ‘ CHAIRMAN. Without objection that will be placed in the 
record, 

(The documents referred to follow:) 


Kansas Crry, Mo., January 28, 1959. 


Hon. NEWELL GEORGE, 
House of Representatives, 
Washington, D.C.: 


We urge your support to vote in favor of a 5% percent home loan interest 


rate. 
Perer T. CARR. 
JOHN H. MARTIN. 
Joe P. Carr, 
VINCENT D. WYNNE. 


Kansas Crry, Mo., January 28, 1959. 


Hon. NEWELL GEORGE, 
House of Representatives, 
Washington, D.C.: 

On behalf of the 625 members of the Home Builders Association of Greater 
Kansas City, veterans, labor, and businessmen of our area, we urge your affirma- 
tive vote as a member of the House Veterans’ Affairs Committee to be in favor 
of adjusting VA home loan interest rate to 54% percent. VA home loans for 
veterans are now critical and fast declining under the present VA program due 
to the low, unrealistically pegged VA interest rate. Positive action will greatly 
encourage and bolster VA home construction and home sales resulting in an 
overall boost to the local and national economy, benefiting labor and suppliers of 
building material along with business in general. Many hundreds of thousands 
of American families will be grateful to you for your support of a 5% percent 
VA interest rate. 

J. D. Spears, 
President, Home Builders Association of Greater Kansas City. 


The Cuarmman, What is the wish of the committee—do you want 
to take a little more time on this? Do you want to hear something 
more from the VA? Do you want to vote it up or vote it down? 

Mr. Dutsx1. Can we have another day on this item? 
pF The Cuarrman, [f it is the wish of the committee it would suit me 

ne. 

Mr. Quieter. Speaking for myself, Mr. Chairman, I am confused. 
I really am. I want to do what is right. I do not know what is 
right, 

he Cuatrman. I do, too. I have been confused on this for 12 
years and I am still confused. 
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Mr. Aparr. Because of the reasons expressed by the gentlemen over 
here who want to give it a little more thought I think, although some 
of us have our minds pretty much set on this thing, I think it is only 
fair that we take another day on this and I move that we defer fur- 
ther action upon this bill until such time as the chairman may call 
us together. 

The CHarrMan. Suppose we plan another meeting for tomorrow 
morning at 10 o’clock. 

Mr. Ayres. Will the gentleman yield? 

The Cuatrman. Mr. Ayres. 

Mr. Ayres. In view of the fact, as you say, this has been an issue 
for 12 years and for the benefit of the new members we have had 
hearings across the country as far back as 1953 and 1954. It was not 
until the last session that there was any increase made by legislation. 
Prior to that time the Administrator raised it to 414. 

He had that prerogative. Mr. Chairman, unless there is some 
urgent reason for reporting a bill out of the committee, I would like 
to build up a little hotter ea under this and suggest we might wait 
until, say, next Tuesday. 

We have almost as many new members on the committee as those 
who have been here before. Let the veterans groups come in. Let 
the lenders come in. They are experts in this Feld And give these 
new members the benefit of the experience that those of us in the past 
have had. So when they vote they will be informed and know 
exactly to the best of their knowledge what they are doing on it. 

Mr. Boyxry. Mr. Chairman, I find some of these new members 
know more about it than we do. They have been out right there 
with these fellows and we have been here doing a thousand things. 
I guess that some of the veterans helped to select some of these fellows. 
We should have done this a long time ago. I will bet you they have 
read everything in the world we have. I bet they do ceow as much 
as we do about this proposition. 

Mr. Ayres. I was just basing my observation, Mr. Boykin, on the 
opinion expressed by two of the new members. 

Mr. Grorcr. Personally, I would like to go ahead and vote and 
get it out of the way. 

Mr. Borxrn. I believe these new members would be willing to take 
the opinion of the chairman. I never saw a man working as hard. 
Then we have this sweet woman right there and then that shiek right 
there, he has worked hard on it. You know these Republicans some- 
ly want to put things off a little bit and think we ought to get it 

one. 

Mr. Ayres. I would rather vote today or wait a week, because with 
all due respect to the new gentlemen they are not going to know any 
more about this tomorrow morning except they Would: have to have 
gotten a few more wires and a few more phone calls but it isn’t going 
to get into the basic problems of discounts and the whole business 
that we have been faced with for a long period of time. 

The Cuairman. I know you are a very kindhearted man. I am 


not going to be too concerned about your concern for the Democratic 
members of our committee. 


Mr. Nix. I would like to know whether or not the AFL and CIO 


submitted their reasons for opposing an increase. 
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The Cuarrman. They told us they would, Mr. Nix, but they have 
not. They promised they would have their statement here but it has 
not arrived, 

Mr. Hauer. Mr. Chairman, I am impressed with the remarks made 
by Mr. Quigley here that he was confused. I think he is going to 
make a very fine Member of Congress because I think the Potatoes 
is confused. He has been out in the fresh clear air for a little while. 

Mr. Quieter. It did not help. 

Mr. Hauer. And maybe he got back on the ground now. Just stay 
confused and you will be a good Member of Con ress but I am going 
to say this: That if these additional statements that have been prom- 
ised would be available I think i€ would be fair that new members and 
probably some of the old members have an opportunity to study those 
and try to analyze them. Mr. Nix wanted to know the position of 
the AFL-CIO. 

In a few days you could determine that if that is going to be one 
of the things you want to consider. 

Mr. Ayres. I might say to Mr. Nix, of course, this bill, as you appre- 
ciate, is a direct loan bill which people in Akron and Philadelphia do 
not get any benefit from. This bill is aimed at the rural areas. The 
AFL-CIO has very few members in that area. 

So their position on it as far as I am concerned representing a 
metropolitan area where my boys cannot get a loan is not too im- 
portant in view of the fact that this legislation is not going to do their 
own membership any good to speak of. 

The Carman. I would lke to suggest this. That we adjourn 
this committee now, that those members who want to stay here and 
discuss this with our staff members and the VA people do so and that 
we come back at 10 o’clock tomorrow and complete action on this bill. 

Mr. Bartne. Before you adjourn I have telegrams from my com- 
mandant of the American Legion, my national committeeman, and 
also the adjutant. I would like to submit them for the record. 

The Carman. Without objection it will be placed in the record. 

(The documents referred to follow:) 

WINNEMUCCA, NEV., January 27, 1959. 
Hon. WALTER 8. BARING, 


House of Representatives, 
Washington, D.C.: 


Please support bill to give Veterans’ Administrator authority to set GI loan 
rates. Bill is before your committee January 28, 1959. 


Howarp W. LINDSEY, 
Department Commander, 
The American Legion Department of Nevada. 


RENO, NEv., January 27, 1959. 
Hon. WALTER BARING, 
House of Representatives, 
Washington, D.C.: 


We urge you to support before the Veterans’ Committee the measure that will 
provide the Administrator of Veterans’ Affairs with the same authority to regu- 
late interest rates on GI loans as the FHA Commissioner now exercises over FHA 
loans. The hearings commence before your committee on January 28. 


Tuomas W. MILLER, 

National Committeeman. 

Vv. F. WHITTLESEA, 
Department Adjutant, American Legion. 
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Mrs. Rogers. Mr. Chairman, may I say something? 

The Cuarrman. Mrs. Rogers. 

Mrs. Rocers. The Administrator raised the rate some years ago. 
Although I was chairman of the committee, the Administrator advised 
me not to talk about it because I was in favor of raising the interest 
rate. I would like another day to think it over. My people are not 
getting their loans. I know that. 

The Cuarrman. Mr. Saylor. 

Mr. Saytor. Mr. Chairman, I would just like to make this ob- 
servation with regard to the two phases of this legislation. The first 
is the direct loan provision which I can tell you very frankly I am 
in favor of. 

The second facet is the interest rate. 

In looking at the interest rate, I think we are faced with this reality : 
Do we want to make an issue or do we want to make loans? 

Mr. Boykin. That is right. 

Mr. Sartor. A young man in my office who is a combat veteran of 
5 years in World War II found a home in Washington that he wanted 
to buy. I talked to our staff members and asked them where in Wash- 
ington he could get a GI loan. Mr. Meadows, as a personal favor to 
me, has checked with all of the lending institutions in and about 
the city of Washington and he finds out that there is not one of them 
that will make a loan to a GI, but as a special favor'to a Member of 
Congress and on the staff of one of the Members of Congress that 


they will make a GI loan as a special consideration. 
How I give you that as a hard example of something that I bumped 
into in the month of January here in Washington. 
I do not want to see anybody who is a veteran pay any higher in- 
t 


terest rate than he has to. But I want to see these boys who are 
veterans and want to buy homes and who now find themselves in 
the position where they have been able to accumulate enough money 
to now make a downpayment of 5 percent and in some cases 10 per- 
cent, which is required by some lending institutions, to be able to 
get a GI loan. 

I think that is the issue that this committee must decide as the 
second facet of whether or not we want to raise the interest rate. It is 
not a matter of just raising the interest rate; it is a question of whether 
or not we want to get the boys loans. If we want to get them loans, 
we are going to have to raise the rate. 

It is just that simple, because the lending institutions are not 
a applications under the present circumstances. 

The Cuarrman. Congressman Wampler asked that he make a state- 
ment at this point. . 


STATEMENT OF HON. FRED WAMPLER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF INDIANA ; 


Mr. Wamreter. Mr. Chairman, I wish to thank you and the mem- 
bers of the House Committee on Veterans’ A ffairs for this opportunity 
to appear in support of my bill H.R. 3513, which would expand the 
veterans’ direct loan program by $150 million, thereby permitting the 
Veterans’ Administration possibly to make in the neighborhood of an 
additional 15,000 loans. understand that this increment in direct 
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Joan authority would make it possible for veterans’ home loan appli- 
cations to be processed on a current basis. 

My bill, Mr. Chairman, as you will notice, is similar to other meas- 
ures currently before the committee. I feel that finding a solution 
to the veterans’ home loan financing problem, particularly in the rural 
areas where private money is not readily available, is of signal im- 

rtance. 

Had it not been for the Veterans’ Administration direct loan pro- 
gram, the Nation’s veterans, and those veterans in the Sixth District 
of Indiana which I have the honor to represent, would have received 
fewer loans than they have. 

And, although I find that in the State of Indiana the Veterans’ Ad- 
ministration has made approximately 400 direct home loans in a period 
of less than 9 months, there are, at present, 1,312 Indiana veterans 
waiting for such a loan; and, unless they get a direct loan, they will 
be unable to buy a home. 

The fact that these 1,000-plus veterans in the State of Indiana have 
not been able to find private financing has prompted me to appear 
before your committee today, Mr. Chairman, asking that favorable 
consideration be given my bill. I am genuinely interested in doing 
everything possible to allow these Indiana veterans, living predomi- 
nantly in rural areas, small cities, and towns, to take advantage of 
their veterans’ benefits, bestowed upon them by law for their service 
to our Nation. 

For example, Mr. Chairman, I am informed that in Warren 
County, Ind., where there is a veteran population of 790, no guaran- 
teed loans have been made and absolutely no direct loans. I might add 
that the entire county is eligible for Veterans’ Administration direct 
loan financing. 

I certainly hope that this committee will look with favor upon my 
proposal, Mr. Chairman. Thank you again for allowing me to appear 

The CuatrMan. The committee will adjourn until 10 o’clock to- 
morrow. 

(Whereupon, at 10:55 a.m., Wednesday, January 28, 1959, the 
rr en adjourned, to reconvene at 10 a.m., Thursday, J anuary 29, 
1959. 
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VETERANS’ HOUSING IN RURAL AREAS, SMALL CITIES, 
AND TOWNS, AND PROPOSED INCREASE IN INTEREST 
RATE ON GUARANTEED AND DIRECT LOANS 


THURSDAY, JANUARY 29, 1959 


House or REPRESENTATIVES, 
Commitree oN Vererans’ Arrairs, 
Washington, D0. 

The committee met at 10 a.m., pursuant to recess, in room 356, Old 
House Office Building, Washington, D.C., Hon. Olin E. Teague 
presiding. 

The CuarrmMan. The committee will come to order. 

It would be the suggestion of the chairman that we consider the 
bill as having been read and open for amendments at any point. Does 
any member have any other suggestions ¢ 

ithout objection, the bill will be considered to have been read 
and be open for amendment at any point. 

Mr. Teacus of California. Which number is that? 

The Caarrman. H.R, 2256. 

Mr. Teague of California. Thank you. 

(Discussion off the record.) 

Mr. Grorcs. Mr, Chairman, I have two telegrams from Do “5 
County, which is in Kansas district. One is from Donald 
Conne I, president of "the Home Builders Association, of Lava, 
Kans., and one from Pat Harness, executive vice president of the 
one _afanufacturers Association in Kansas, urging that this rate 

rai 

The Cuatrman. Without objection, they will be placed in the 
record. 

Do any other members have communications to be put in the 
record 

Mr. Harry. Mr. Chairman, may I make a motion that any mem- 
ber who has any matter that he wants to print in the record be al- 
lowed to do so at this point ? 

The Cuatrman. They will be placed in the record at this point. 

(The documents to follow :) 

LAWRENCE, KANS., January 28, 1959. 
Congressman NEWELL A. GEORGE, 


Second District, Kansas, 
House Office Building, Washington, D.C.: 


Urge you support raising GI rate to 544 percent in House Veterans’ Affairs 
Committee today. This is vitally needed in our area to make GI loans available 


to home buyers. 
DonaLp McConne Lt, 
President, Home Builders Association. 
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Wasuineron, D.C., January 27, 1959, 
Hon. N. A. GEORGE, 


House of Representatives, 
Washington, D.C.: 


The officers, directors, and membership of the Home Manufacturers Asgo. 
ciation, whose companies manufactured and sold 110,000 new homes last year, 
respectfully urge you to support any resolution offered before the House Veterans’ 
Affairs Committee to raise the VA interest rate on a parity with FHA. Current 


low yield on VA loans has stymied our efforts to produce homes for deserving 
veterans, 


Cordially, 


Pat HARNESS, 
Executive Vice President, Home Manufacturers Association, 


LAWRENCE, KAns., January 28, 1959. 
Hon. NEWELL A. GEORGE, 


House Office Building, 
Washington, D.O.: 


The money market in this area will not support GI housing loans. Local home. 
builders are forced to pay a lug to lending institutions which in turn is added to 
cost of homes on GI basis. My understanding you are a member of congressional 
committee considering this matter. My conviction is that interest rate increase 
of GI level is necessary. 

Regards. 


FranK W. McDonaA.p. 


CHARLESTON, W. VA., January 28, 1959. 
JOHN SLACK, Jr., 


House of Representatives, 
Washington, D.C.: 


Urgently request your support favor Ayres amendment for VA interest rate 
flexibility under 6% ceiling. 
CHARLESTON BoarD OF REALTORS, INC., 
WALTER FREDERIOKS, President. 


AMVETS, 
Washington, D.C., January 27, 1959. 
Hon. TEeacue, 
Chairman, Committee on Veterans’ Affairs, 
U.S. House of Representatives, 
Washington, D.C. 


Dear Mr. Teacue: AMVETS is pleased to have this opportunity to go on 
record in support of H.R. 2256, and similar bills, which would provide additional 
funds for direct loans, remove certain restrictions concerning the interest rate, 
and effect other changes in the laws governing the Veteran’s Administration home 
loan program. 

Early in the life of the Veterans’ Administration loan guaranty program it was 
clearly demonstrated that the program was neither adequately nor equitably 
providing for all veterans with respect to the purchase of homes as originally 
intended in the enactment of the law. While the program operated successfully 
in large cities and metropolitan areas, the veterans living in rural areas and 
communities found it almost impossible to buy a home because of a lack of financ- 
ing. Asa result, the direct loan program came into existence. 

From its inception the direct loan program has proved successful in alleviating 
to a very great extent the shortage of mortgage money which previously existed 
in rvral areas. It has enabled thousands of veterans living in these areas to 
purec?ase homes and has completely fulfilled the purpose for which it was 
enacted. AMVETS has consistently and staunchly supported the direct loan 
program as being one that has aided tremendously in the overall success of the 
Veterans’ Administration housing program. 

The additional funds provided in this bill should reduce substantially the large 
backlog of applications requesting direct loans and give veterans living in rural 
areas the opportunity to exercise their right to purchase a home. In addition, 
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it will serve as an added stimulus to the economy of the country. AMVETS 
heartily endorse this section of the bill which would provide additional funds 
for direct loans and urge its passage. 

One other important feature of this bill which has AMVETS support is that 
calling for the elimination of the manatory relationship that must now exist 
between the Veterans’ Administration home loan program and the loan program 
under the National Housing Act, wherein the interest rate set by the Administra- 
tor of the Veterans’ Administration shall not exceed the interest rate established 
by the Federal Housing Commissioner, less one-half of 1 percent per annum. 

It is AMVETS’ view that elimination of this tie will result in a greater degree 
of flexibility in the interest rate in the Veterans’ Administration program up to 
a maximum and will permit the Administrator to act independently regarding 
the rate on GI loans and in accordance with the availability of mortgage money. 
Freedom from this tie with FHA loan program would undoubtedly have a bene- 
ficial effect on the entire Veterans’ Administration program. 

Frequently, this interest differential has placed the Veterans’ Administration 
tate at such a low level as to make it noncompetitive, thus almost bringing the 
Veterans’ Administration program to a standstill. The passage of this measure 
would to a great extent correct this situation. AMVETS, therefore, strongly 
support this feature of the bill. 

AMVETS also endorse the remaining portions of this bill which are designed 
not only to aid the veteran by making it easier for him to purchase a home but 
also to protect him and his investment. The entire bill has AMVETS’ full 
endorsement, 

reo se appreciate this opportunity to tH our views on this important 
subject. 

Very sincerely yours, 
James W. Harey, 
Assistant Legislative Director. 


STATEMENT OF Hon. GrorGE MCGOVERN, A REPRESENTATIVE IN CONGRESS FROM THE 
Strate or SoutH Dakora, IN RE H.R. 3186 


Mr. Chairman and members of the committee, it is indeed a pleasure to appear 
before this distinguished group. 

I represent the State of South Dakota which has some 75,000 veterans. It 
has been my good fortune to have had considerable personal contact with fellow 
vee in recent years, and to have worked closely with them on their special 
problems. 

Recently, I have been disturbed by the number of complaints that I have been 
receiving relative to the veterans’ direct home loan program. They all tell the 
same story. The veteran has been working, saving to buy a home. He finds 
one that he likes, seeks to obtain adequate financial backing, and runs into a 
dead end. He applies to the VA, only to learn that there are no funds available, 
and his name is added to the waiting list. 

Public Law 85-364, approved on April 1, 1958, extended the direct loan pro- 
gram until July 25, 1960, and authorized the Veterans’ Administration to loan 
$50 million per quarter. The funds allotted to South Dakota have been $700,000 
each quarter. This amount is far from being adequate to meet the needs, which 
made it necessary to establish a waiting list and to process applications in the 
order in which requests were received for assistance. At present, there are 
some 700 veterans in South Dakota on the waiting list. Some veterans in my 
State have been waiting for direct loans since last May. It is estimated an ad- 
ditional $5 million would be necessary to release application forms to everyone 
on the waiting list. 

As you know, the interest rates on conventional loans are increasing. Some 
of the savings and loan associations have already announced an increase in their 
dividend rate for the next 6 months, and others will follow. This is going to 
make it even more difficult for veterans to obtain guaranteed loans at the 4% 
percent interest rate established by law. Most lenders in South Dakota are 
not willing to make long-term real estate loans at a 4% percent rate, and it is 
expected that unless helpful legislation is approved immediately, GI loans 
through private lenders will be even more difficult to obtain than they have 
been in the past 6 months. 

I have sponsored H.R. 3186, which is one of the bills being considered by this 
committee today. It seeks to open up the clogged direct home loan pipelines of 
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the Veterans’ Administration and expedite the processing of applications for the 
41,025 veterans who were on the VA waiting lists as of December 1, 1958. 

H.R. 3186 would immediately provide a considerable portion of the funds that 
are needed to serve these veterans. It would provide $150 million for the VA 
direct home loan program, to be used in the period between now and next July 1. 
This sum of money would be in addition to the $50 million allocated to the VA 
home loan program on Jaauary 1, for the 6-month period between then and July 
1. As the committee has so clearly shown in an excellent report, $50 million 
for the coming 6 months will only satisfy approximately 5,600 loans, or about 
12 percent of the backlog as of last December 1. Clearly, Congress cannot ignore 
this situation. 

An additional $150 million is needed in the first 6-month period of this year 
to supplement the VA direct home loan fund.. The first 6 months are the lean 
months of the present program. In July, an additional $50 million will be avail- 
able, and a like amount will be applied to the program in October, for a total 
of $100 million in the last 6 months of 1959. 

It seems evident that the additional money which we have proposed for use 
in the VA home loan program would be broadly beneficial. Home-loan lending 
sources on which nonveterans must rely would be relieved of pressure. The con- 
struction industry would be stimulated at a time when the unemployment rolls 
of the Nation still number more than 4 million persons. 

H.R. 3186 would also establish the interest rate on VA direct home loans at a 
flat 4%, percent, and serve to broaden the lending sources available to veterans 
by giving the Administrator of the program greater latitude in approving lending 
agents. 

My measure contains a provision to protect the veteran from losing the money 
he has placed in downpayment on a new home in cases where the contractor is 
not financially responsible and goes into bankruptcy. 

I strongly urge approval of H.R. 3186, and similar measures, to give veterans 


in rural areas great opportunity te participate in the VA direct home loan 
program, 


STaTEMENT oF Hon. PH M. LANDRUM, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF GEORGIA 


Mr. Chairman, my name is Phil M, Landrum and I represent the Ninth District 
of Georgia. 

Appearing in support of H.R. 2194 I wish to relate for the consideration of the 
committee a few facts regarding the operation of the Veterans’ Administration 
home loan program and its service to veterans in the 18-county area which I am 
privileged to represent. 

The loan guaranty section of the VA Housing Act has failed to provide any 
substantial borrowing assistance to veterans living outside metropolitan centers. 
I believe this statement is true without regard to the section of the country from 
which I come and I know that it is true with regard to the predominantly rural 
area from which Icome. For example, from July to November of 1958, only six 
loans were made throughout my entire congressional district under the guaranteed 
loan provisions. Five of these six were made in one county having access to 
lending institutions in and near Atlanta, Ga. In the period of April to Decem- 
ber 1958, 65 loans were made to veterans under the direct loan provisions of 
the act. Within the 18-county area which I represent, the World War II and 
Korean veteran population is approximately 26,260. In a recent report given to 
me by the manager of the VA regional office in Atlanta, Ga., I am told that 2,600 
Georgia veterans are now on the waiting list for direct loans. I am not informed 
as to the exact number on the waiting list who come from the Ninth Congres- 
sional District but I do know from correspondence i am receiving that there 
are a considerable number of veterans in need of housing loans who cannot find 
assistance under the guaranty loan section and who are resorting to applica- 
tions for direct loans. Moreover, when we observe that only 6 guaranteed 
loans have been granted in my congressional district as against 65 direct loans 
for almost the same period, it is immediately apparent that the provision of the 
act from which veterans in small towns and rural areas derive the most benefit 
is the direct loan provision. 

Referring again to the report from Georgia showing about 2,600 Georgia vet- 
erans on the waiting list for direct loans, I wish the committee to especially 
consider that under present provisions controlling the allocation of funds for 
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direct loans that only about 200 of these direct loan applications can be serviced 
during 1959. Obviously, more money must be provided for direct loans if this 
section is to prove beneficial to veterans. If the direct loan provision is justi- 
fied, and I believe that it is, then its justification must rest on extending service 
to all eligible veterans. It is not only unfair, but in my judgment unsound eco- 
nomically, to provide less than is necessary to service all eligible veterans alike. 
I urge you to consider favorable action on this proposed legislation at the earliest 
time possible. 


(Discussion off the record.) 

The Cuatrman. The committee will be adjourned. 

(Whereupon, at 11 o’clock the committee adjourned, to reconvene 
subject to the call of the chairman.) 
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